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Report of the Committee on Co-operative Law 

Chapter I 

INTRODUCTORY 

1. Constitution of the Committee on Co-operative Law. —The 

Government of India by Resolution No. 5-8/56-Coop. 1, dated the 6th 
June, 1.956 (Appendix I) appointed a Committee to evolve a simple 
law to govern the working of cooperative societies. The Committee 
consisted of the following members : 

I. Shri S. T. Raja, Bar-at-I,;n\. Joint Secretary, Ministry of l-’ocxi & Agri¬ 

culture, Government of India, New Delhi 
-Chairman 

.. S. K. Hiranandani . . Additional Draftsman. Ministry of Lav. 

New Delhi—Member. 

>. .. J. G. Ryan, IAS (Retd.' . Chief Officer; Agricultural Credit Depart¬ 

ment, Reserve Rank of India,Bombay—Mem¬ 
ber. 

■'!. ,. K. Subiahmanyam .\a)udii. IAS . Registrar, Co-operative Societies, Andhra 

•—Member. 

5. S. S. Puri, IAS. . Registrar, Co-operative .Societies, Punjab 

-Member. 

6 - ,, M-P. Bhargava Co-operation Adviser, Ministry of l-Vcd & 

Agriculture—Member—Secretaiy. 

On his appointment as Joint Secretary in the Ministry of Agri¬ 
culture, Shri Krishan Chand, I.C.S., took over from Shri S. T. Raja 
as Chairman of the Committee. In April, 1957 when Shri Krishan 
Chand went on leave, Shri Raja again took over from him as Chair¬ 
man of the Committee. The Committee was given powers to co-opt 
an expert or specialist in co-operation or co-operative law or a repre¬ 
sentative of State Government for considering any special matter or 
any law relating to that State Government. Accordingly, the Com¬ 
mittee in its first meeting held at New Delhi on 17th July, 1956, 
co-opted Shri M. D. Vidwans, M.A.,LL.M. Professor of Law, Co-ope¬ 
rative Training College, Poona and Shri A. Palaniappa Mudaliar, 
I.A.S., Registrar of Co-operative Societies, Madras, as members. 

2. Terms of reference of the Committee, —The following were 
the terms of reference of the Committee : 

(a) To review the existing co-operative legislation and to make 
recommendations for a simple legislative measure generally 
suited to the whole country to facilitate co-ordinated pro¬ 
gress of the movement. 

(b) To examine, in the light of recommendations of the Rural 
Credit Survey Report, the modifications necessary in the 
Co-operative Societies Act and rules for giving effect to the 
concept of State partnership in share capital and State 
participation in management of co-operative societies. 

(c) To examine the existing provisions relating to various types 
of co-operative societies listed below and to suggest if any 
modifications are required in the Act, Rules as well as bye¬ 
laws so that these societies may be able to play an increas- 
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ingly important role in the economic development of the 
country. 

(i) Credit; 

(ii) Marketing ; 

(iii) Processing ; 

(iv) Irrigation ; 

(v) Dairying ; 

(vi) Farming ; 

(vii) Small scale and Village and other Industries; 

(viii) Consumers; 

(ix) Labour contract, Construction and Housing ; 

(x) Transport, etc. 

(d) To prepare standard sets of bye-laws which would facilitate 
the proper and smooth working of the new types of socie¬ 
ties which are sought to be encouraged under the changed 
economic and social policy, and 

(e) To consider other related matters. 

3. Meetings of the Committee. —Some of the members of the 
Committee met informally at New Delhi on 5th July, 1956, and 
agreed that 

(i) an objective analysis of the Act, rules and bye-laws in force in 

the different States should be made, and 

(ii) a questionnaire should fee issued by the Committee invit¬ 
ing replies thereto. 

4. The first meeting of the Committee, held under the Chair¬ 
manship of Shri S. T. Raja, drew up a questionnaire (Appendix II) 
on the points referred to in the terms of reference and decided to 
issue it to the persons, institution and authorities referred to in 
Appendix III. 

The questionnaire was issued on 1st August 1956. A list of per¬ 
sons, institutions and authorities, who sent their replies is given at 
Appendix ‘IV’. 

5. The Committee held its second meeting at New Delhi on 17th 
October, 1956 by which date only a few replies to the questionnaire 
had been received. At this meeting, the Committee considered some 
of the broad principles to be adopted in modifying the existing co¬ 
operative laws and decided to proceed further when more replies 
were received. 

6. The third meeting of the Committee was held at New Delhi 
from 6th to 8th March, 1957 when the Committee was in possession 
of most of the replies to the questionnaire received from various 
quarters. The suggestions for modifications in the co-operative law 
contained in these replies were considered in the light of the objec¬ 
tive study, which had been made in the meanwhile, of the Co-opera¬ 
tive legislation in force in the different States. At this meeting, the 
Committee had also the benefit of the draft of a model Co-operative 
Societies Act, prepared by one of its members, Prof. M. D. Vidwans. 
With such valuable material before them, the Committee was able 
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to lay down the broad principles on which model Co-operative 
Societies Act, rule and bye-laws of important types of co-operative 
societies should be based incorporating in them the recommendations 
of the Rural Credit Survey and providing the necessary legal frame¬ 
work for co-operative societies to discharge the responsibilities 
developing on them under the Second Five Year Plan. The Committee 
also examined the various factors which caused delays and bottle¬ 
necks in the working of co-operative societies with particular 
reference to registration of societies, amendments to their bye-laws 
and the procedure for obtaining loans and took decisions on how best 
to eliminate such delays. 

7. In the light of the decisions taken at this meeting, drafts 
of model Co-operative Societies Bill, rules and bye-laws of two types 
of co-operative societies viz., large-sized primary agricultural 
credit societies and primary marketing societies were prepared and 
discussed at the fourth meeting of the Committee held at New Delhi 
from 4th to 7th April, 1957. It was agreed that the drafts should be 
revised in certain respects and placed for the consideration of the 
Committee at its next meeting. Shri S. K. Hiranandani kindly agreed 
to supervise and direct the revision. 

8. The Committee held its fifth meeting at Mussoorie from 2nd 
to 5th May, 1957 at which the revised drafts of the Model Bill, 
rules and bye-laws of the two types of societies were considered. At 
the final meeting of the Committee held at New Delhi from 24th 
to 26th May, 1957 the draft report, Model Bill, rules and bye-laws 
were considered and finalised. 

9. Acknowledgment. —In drafting the Model Bill, Rules and 
Bye-laws, apart from the very valuable services rendered by our 
esteemed colleagues, Shri S. K. Hiranandani and Shri M. D. Vidwans, 
the Committee had the benefit of the advice of Shri B. N. Mehta, 
Officer-in-charge Legal Division, Reserve Bank of India. The Com¬ 
mittee is very thankful to Shri B. N. Mehta for the valuable advice 
and assistance given by him so ungrudgingly and to the Reserve 
Bank of India for making his services available in the deliberations 
and the work of the Committee. The Committee is also very thankful 
to the officers and staff of the Agricultural Credit Department of 
the Reserve Bank and particularly to Dr. C. D. Datey, Assistant 
Chief Officer of that department who did very valuable work in the 
preparation of the various drafts. Special mention must also be made 
of the excellent work done by Shri R. Bhardwaj. I.A.S., and 
Shri B. M. Chitnis, Secretary and Assistant Secretary respectively 
of the National Co-operative Development and Warehousing Board 
and of Shri Y. G. Dharmadhikari, Special Officer attached to the 
Committee. Finally, we have to acknowledge with thanks the work 
done for the Committee by Shri M. P. Bhargava, Cooperation Advi¬ 
ser, Government of India, Ministry of Food and Agriculture, who 
acted as Member Secretary of the Committee. 



Chapter II 

REVIEW OF CO-OPERATIVE LEGISLATION IN INDIA 

The following may be regarded as important landmarks in the 
history of Co-operative Legislation in India : 

1. The Co-operative Credit Societies Act, 1904. 

2. The Co-operative Societies Act, 1912. 

3. The Constitutional Reforms, 1919. 

4. The attainment of Independence by India and the merger of 
Princely States, 1947. 

5. The Report of the All-India Rural Credit Survey. 1954, and 

6. The Second Five Year Plan, 1956. 

2. First phase.—Studies made by Sir Fredric Nicholson into the 
possibilities of introducing a system of agricultural or other land 
banks in Madras and by Mr. Dupernex in Uttar Pradesh towards 
the close of the last century, and the report of the Famine Commis¬ 
sion, 1901, pointed to the need for introducing co-operation as a 
means to save agriculturists from the usurious rates of interest they 
were required to pay to moneylenders on their borrowings and led 
to the passing of the first legislation on co-operation, viz., the Co-ope¬ 
rative Credit Societies Act, 1904. In their introductory resolution, 
the Government of India observed that, “Legislation was required to 
take co-operative societies out of the operation of the general law 
on the subject and to substitute provisions specially adapted to their 
constitution and objects. In the second place, it was desirable to 
confer upon them special privileges and facilities, in order to en¬ 
courage their formation and assist their operations ; and, thirdly, 
it was necessary to take such precautions as might be needed in 
order to prevent speculators and capitalists from availing themsel¬ 
ves, under colourable pretexts, of privileges which were not intended 
for them”. The Act of 1904 was based largely on the English Friendly 
Societies’ Act. It was a simple enactment, as the framers of the Act 
were aware that the measure had to deal with a large mass of 
ignorant agriculturists in the country, rvho would not be in a posi¬ 
tion to understand the complicated provisions of the Companies’ Act. 
The Act was elastic and left sufficient latitude to State Governments 
to frame suitable rules for the control and development of the Co-ope¬ 
rative Movement in their respective areas. 

3. Second phase.—It was, however, soon found that the Act was 
restricted in. its scope in that it permitted registration of primary 
credit societies alone and left non-credit societies and federal organi¬ 
sations of primary co-operative credit societies out of its purview. 
These shortcomings were removed by the Co-operative Societies 
Act, 1912, which, however, retained the simplicity and elasticity of 
the earlier Act. 

4. Third phase.—Co-operative legislation entered upon its third 
phase with the Constitutional Reforms of 1919 under which co-opera¬ 
tion become a transferred subject. Some of the States, where the 
Co-operative Movement had made considerable progress, found that 
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the many-sided developments which it had attained could not be 
adequately served by the simple 1912 Act. Bombay gave a lead in 
this regard and passed a new Act, which came into force in 1925. It 
was followed by Madras, Bihar, Orissa and Bengal, which passed 
their own Acts in 1932, 1935 and 1949 respectively. Although new 
laws were thus enacted in these States, the essential features of the 
1912 Act were still retained in every one of them. From 1919 onwards, 
various All-India and Provincial Committees examined the working 
of co-operative societies and made a number of recommendations 
for their improvement and development. Some of these recommenda¬ 
tions involved amendments to the existing Co-operative Societies Act 
with the result that the 1912 Act which continued to be in force in 
some States, as well as the new enactments passed in other States, 
were amended from time to time by the Provincial Legislatures to 
give effect to the recommendations. 


5. Post-Independence Period. —The attainment of independence 
by the country in 1947 led to the emergence of new States in the 
Indian Union formed largely by the integration of several Princely 
States. In some of these, as for instance in Saurashtra which was 
formed by the merger of several hundred small Princely States, 
there was no legislation governing co-operatives. In others like 
Madhya Bharat, the legislation covered only a part of the new 
State. In still others, as in Hyderabad and Mysore, although legisla¬ 
tion on the subject did exist, the need for bringing it in the line with 
corresponding legislation in the former British Provinces was soon 
felt. As a result, therefore, from 1947 to 1954 several of the new 
States either adopted the 1912 Act or such other Act as was in force 
in another* State, or enacted new legislation, which was based more 
or less on the existing legislation in force in States, like Bombay 
or Madras. 


6. All-India Rural Credit Survey Report. —The Report of the 
Committee of Direction of the All-India Rural Credit Survey, 
appointed by the Reserve Bank of India, was published in Decem¬ 
ber, 1954. The recommendations of the Committee were generally 
accepted by non-official cooperators who met in a Co-operative Con¬ 
gress at Patna in March, 1955. This was followed by the first confer¬ 
ence of State Ministers in-charge of Co-operation held at New Delhi 
in April, 1955 where it was agreed that schemes of cooperative deve¬ 
lopment under the Second Five Year Plan should be drawn up to 
give effect to the recommendations contained in the Rural Credit 
Survey Report. In order to implement these recommendations and 
to facilitate the implementation of the schemes of co-operative 
development under the Second Five Year Plan and also to simplify, 
rationalise and modernise the existing laws relating to co-operative 
societies, this Committee on Co-operative Law was appointed by the 
Government of India. 


The 1912 Act 

7. Principal features of the 1912 Act— A list of all the Co-opera¬ 
tive Societies Acts in force in the country is given in Appendix V. 
As all these Acts retain the essential features of the 1912 Act, it 
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will be worthwhile to recount here some of the important provi¬ 
sions in that Act. 

(i) The State Government may appoint a person to be Registrar 
of Co-operative Societies and may appoint persons to assist such 
Registrar and confer on such persons all or any of the powers of the 
Registrar. 

(ii) A society which has as its objects the promotion of the eco¬ 
nomic interests of its members in accordance with cooperative 
principles and a society established with the object of facilitating 
the operations of such a society, could be registered under the Act 
with or without limited liability ; but unless the State Government 
otherwise directs, the liability of a society of which another society 
is a member, has to be limited and the liability of a society whose 
primary object is to raise funds to be lent to its members and the 
majority of whose members are agriculturists, has to be unlimited. 

(iii) A society consisting of individuals only must have at least 
ten members who have attained the age of majority. 

(iv) No amendment of the bye-laws of a society is valid unless 
it is registered by the Registrar who has to satisfy himself that the 
proposed amendment is not contrary to the Act or the rules. 

(v) In an unlimited liability society, one member will have only- 
one vote. In a limited liability society, one member may have 
as many votes as may be laid down in the bye-laws. 

(vi) No member can have more than one-fifth of the total share 
capital in a limited liability society or can have or hold shares 
exceeding Rs. one thousand in such a society. 

(vii) Subject to the prior claim of the Government’in respect 
of land revenue, or any money recoverable as land revenue, or of 
a landlord in respect of rent, a society is entitled in priority to 
other creditors to enforce any debt or outstanding demand due to 
the society from a member, upon the crops or cattle or agricultural 
implements, etc. 

(viii) A society has a charge upon the shares, deposits etc. of a 
member with the society in respect of any debt due from such a mem¬ 
ber. 

(ix) The liability of a past member for the debts of a society 
continues for a period of two years from the date of his ceasing to 
be a member, whereas that of the estate of a deceased member con¬ 
tinues for a period of one year from his death. 

(x) The societies are granted exemption from compulsory regis¬ 
tration of instruments relating to shares, debentures, and other 
documents. 

(xi) The Central Government or the State Government may 
grant exemption to cooperative societies from the payment of income- 
tax, stamp duties, registration fees, etc. 

(xii) A society may receive deposits and loans from persons 
who are not members only to such extent and under such condi¬ 
tions, as may be prescribed by the rules, or laid down m the bye¬ 
laws. 

(xiii) A society may invest or deposit its funds in a Govern¬ 
ment Savings Bank, in trustee securities, in shares of other coopera- 
tive societies or in any bank approved by the Registrar. 
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(xiv) One-fourth of the net profits of a society must be carried 
to its reserve fund. 

(xv) The Registrar on his own motion or on the application of 
one-third of the members, can undertake an inquiry into the consti¬ 
tution and working of a society. 

(xvi) On the application of a creditor the Registrar can under¬ 
take an inspection of a cooperative society. 

(xvii) After an enquiry or inspection or on the application of 
three-fourths of the members of a society, the Registrar can cancel 
the registration of the society. 

(xviii) On the order of cancellation of registration taking effect, 
the Registrar has to appoint a person to be liquidator of the society. 

(xix) The State Government can exempt any society or any 
class of societies from any of the requirements of the Act as to 
registration. 

(xx) The State Government can exempt any society or any class 
of societies from any of the provisions of the Act. 

8. Existing laws. —The existing laws governing the working of 
co-operative societies and in force in the different States may be said 
to follow broadly one of the following Acts :— 

1. The Co-operative Societies Act, 1912, (Central Act 2 of 1912), 

2. The Bombay Cooperative Societies Act, 1925, 

3. The Madras Co-operative Societies Act, 1932, and 

4. The Bengal Co-operative Societies Act, 1940. 

We have already indicated the important provisions of the 1912 Act 
In the following paragraphs we will indicate in what respects the 
other three Acts referred to above differ from the 1912 Act. 

I. The Bombay Co-operative Societies Act, 1925 : 

9. The Bombay Co-operative Societies Act, as it exists to-day. 
contains the following important additions and modifications : 

(i) It introduces a classification of societies according to the 
purposes for which they are registered. 

(ii) Whereas the 1912 Act made unlimited liability obligatory 

• for primary agricultural credit societies, the Bombay Act permits' 
either limited or unlimited liability for such societies. 

(iii) The Bombay Act contains detailed provisions for the divi¬ 
sion and amalgamation of societies as also for their conversion from 
one class to another class. 

(iv) The 1912 Act left the question of votes of members of limit¬ 
ed liability societies to be decided by the bye-laws of such societies. 
The Bombay Act introduced the principle of one member one vote, 
irrespective of whether the society was based on limited or unlimited 
liability. 

(v) The 1912 Act fixed a uniform limit of shareholding for all 
societies, while the Bombay Act fixed certain limits for certain classes 
of societies. 

(vi) The 1912 Act provided for only a prior claim in favour of 
co-operative societies in respect of sums due from a member. The 
Bombay Act, contains provisions which create a first charge on the 
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agricultural produce of a member in respect of any loan taken by 
him from a co-operative society. Further, it requires borrowers to 
declare their immovable properties and specify those against which 
they create a charge in favour of the society for loans drawn from 
it. 

(vii) The Act provides for deductions from salaries of employees 
by the employer in respect of any loan by an employee from an 
employees’ credit society. 

(viii) The Act empowers the State Government to grant finan¬ 
cial assistance to societies by contributing to their share capital, by 
guaranteeing debentures issued by them and by guaranteeing the 
repayment of loans, etc. 

(ix) Whereas in the 1912 Act. the procedure regarding the settle¬ 
ment of disputes was left to the rules, in Bombay the Act itself 
lays down a procedure for this purpose. 

(x) The 1912 Act provided only for the cancellation of the 
registration of a society. The Bombay Act introduces the winding 
up of a society before the cancellation of its registration on the lines 
of the Indian Companies Act. 

(xi) The Bombay Act empowers the Registrar to assess dama¬ 
ges against delinquent promoters or persons in charge of ,the manage¬ 
ment of societies. 

(xii) It provides for the constitution of a Co-operative Tribunal 
with powers to modify, correct or remit awards given by arbitrators. 

(xiii) It provides for compulsory contribution from co-operative 
societies to the Educational Fund of the Provincial Co-operative 
Institute under certain conditions. 

(xiv) It has a separate Chapter on Co-operative Farming Socie¬ 
ties. A special feature of this Chapter is that a scheme of co-opera¬ 
tive farming accepted by a certain percentage of farmers becomes 
binding on the rest. 

(xv) The Act enables companies and registered partnership firms 
to become members of co-operative societies. 

(xvi) Under a recent amendment to the Act, the State Govern¬ 
ment is empowered to bring about amalgamation of societies com¬ 
pulsorily. 

II. The Madras Co-operative Societies Act. 1932 : 

10. The Madras Co-operative Societies Act contains the follow¬ 
ing special features : 

(i) With a view to promoting speedy collection of arrears in 
co-operative societies, it provides the Registrar with powers to reco¬ 
ver amounts due to societies under decrees or awards by the attach¬ 
ment and sale of property. 

(ii) It provides for the supersession of the committee of a 
co-operative society, if the Registrar is satisfied that it is not func¬ 
tioning properly. 

(iii) It enables the financing bank to inspect the books and 
accounts of a society indebted to it. 

(iv) Under the Act, the liquidator has been given larger powers 
to wind up the affairs of a society expeditiously under the guidance 
of the Registrar. 



(v) The Act provides for the grant of loans by a society to ano¬ 
ther society with the permission of the Registrar, although it may 
not be a member of the former. Similarly, the Act permits grant 
of loans by a society to a depositor against the security of his depo¬ 
sit although he may not be a member. 

(vi) Like the Bombay Act, the Madras Act also provides for the 
amalgamation and dissolution of societies and, by a recent amend¬ 
ment, even compulsory amalgamation of societies has been provided 
for under certain circumstances. 

(vii) Although co-operative land mortgage banks are registered 
under the Co-operative Societies Act and are subject to the provi¬ 
sions of that Act, the working of such banks is also governed by the 
Madras Land Mortgage Banks Act, 1934. The distinctive features 
of this Act are : 

(a) It empowers the central land mortgage bank to issue deben¬ 
tures on the security of the mortgages and other assets 
transferred to it by the primary land mortgage banks. 

(b) It provides for the appointment of a Trustee to safeguard 
the interests of debenture holders and of the State Govern¬ 
ment. The repayment of principal and the payment of 
interest on the debentures issued by the central land mort¬ 
gage bank are to be guaranteed by the State Government. 

(c) Under that Act, a mortgage in favour of a primary land 
mortgage bank automatically stands vested in the central 
land mortgage bank. 

(d) The Registrar, on an application from a land mortgage bank, 
is empowered under that Act to distrain and sell the pro¬ 
duce of the mortgaged land including the standing crops 
thereon to recover arrears in the instalments due to a land 
mortgage bank. 

(e) The Act enables the land mortgage bank to foreclose the 
mortgage and sell the mortgaged property without the inter¬ 
vention of civil court. 

III. The Bengal Co-operative'Societies Act, 1940: 

11. The Bengal Co-operative Societies Act. 1940 is more elabo¬ 
rate than the Bombay and Madras Co-operative Societies’ Acts. 
Some of its distinguishing features are given below : 

(i) The financing bank to which a society is indebted, can direct 
the latter to amend its bye-laws. 

(ii) A co-operative credit society can serve notice on any creditor 
of a member requiring him to furnish a written statement of his 
claims against the member. When a member wants to borrow from 
any person other than a society, he has to send a notice to that 
effect to the society. Further, a credit society may require the 
landlord of a borrowing member to inform it of any rent suit that 
has been instituted by him against such member. 

(iii) The period of limitation for filing a suit to recover any sum 
due to a co-operative society by a past member is to be reckoned 
from the date on which a member ceases to be a member of the 
society. 
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(iv) Any debt or outstanding demand due to a co-operative 
society by any member is to be a first charge upon crops or agricul¬ 
tural produce of such member, if their production has been financed 
out of a loan from the society, or upon agricultural implements and 
cattle, if these have been purchased out of a loan from the society. 
The first charge, however, will not affect the dims of any bona fide 
purchaser or transferee for value. 

(v) An irrigation society can recover water rates even from non¬ 
members under certain conditions. 

(vi) A member has to furnish the society with a full, true and 
accurate statement of his assets and liabilities. 

(vii) The Registrar is empowered to direct the conditional 
attachement of properties of a co-operative society or its members, 
under certain conditions. 

(viii) There is a special chapter in the Act for co-operative land 
mortgage banks. The provisions in this chapter are based largely 
on the Madras Land Mortgage Banks Act, 1934. 

12. Need for Revision. —As indicated earlier, the implementation 
of the recommendations of the Rural Credit Survey and of the sche¬ 
mes of co-operative development under the Second Five Year Plan 
require revision of the existing Co-operative Societies Act and the 
rules made thereunder in all States. Further, the Reorganization 
of States has brought together areas which are being governed by 
different Acts and rules. In a State like Bombay, for instance, 
there are three or four different Acts in force. The picture is similar 
in Madhya Pradesh, Mysore, Andhra, Madras, Rajasthan, Kerala and 
West Bengal. These States will soon have to seek uniformity in the 
laws governing co-operative societies in their different constituent 
parts. Under these circumstances, we feel that the present is a very 
opportune moment for revising the Co-operative Societies Act in 
force in the different States with a view to bringing about as large 
a degree of uniformity in the legislation governing co-operative 
societies as is possible throughout the country. 

13. Model Bill, Rules and Bye-laws.— Taking into consideration 
the Central Act of 1912 and the various State Acts, we have prepared 
a Model Bill (Appendix VI). While the Model Bill is broadly based 
upon the 1912 Act, we have borrowed several useful provisions from 
various State Acts which we think can be uniformly applied in all 
the States. We have also added a new chapter VI relating to State 
partnership in Co-operative Societies which gives effect to the recom¬ 
mendations in this behalf of the Rural Credit Survey Committee. 
We recommend that every State should enact a new law or modify 
its existing law on the lines of the Model Bill. We recognise that 
in some States the local conditions may warrant certain modifications 
in the Model Bill. We think such changes can easily be incorporated 
in the Model Bill without disturbing its broad pattern. We have also 
prepared Model Rules (Appendix VII) which we commend to State 
Governments for adoption with such local variations as may be 
necessary. 



Chapter III 

MODEL COOPERATIVE SOCIETIES BILL 

1. In this chapter, we propose to deal with the important provi¬ 
sions of the Model Bill. 

2. Preamble.—The Model Bill recommended by us does not con- 
^ Preamble. Several of the replies to our questionnaire suggest 

that the principle of State partnership may be embodied in the pre¬ 
amble as it is one of the most important recommendations of the 
rlu C redl t Survey Report. Since laws passed after the enactment 
0 V he + uufu ltUtl0n not £ enerall Y contain any preamble, we con- 
sider that there need not be any preamble to the Cooperative Socie- 

tl6 ui- if statement of objects and reasons which will be 

ai ° n g whh the Bill, will contain references to the principle 
oi State partnership m cooperative societies and State participation 
in their management and also to the principle of self-help and 
mutual help and to the objectives of promoting better living bet¬ 
ter business and better methods of production already embodied in 
the preambles of most of the Cooperative Societies Acts. 

3. Appointment of Registrar.—Most of the Cooperative Societies 
Acts provide for the appointment of a person to be the Registrar of 
Cooperative Societies for the State, or for any portion of the State 

fnr d ih!f the a PP omt ™ ent of persons to assist the Registrar and 
fo the conferment on such persons of all or any of the powers of the 

, consider that ^ was the intention of the framers of 
these Acts that, persons on whom powers of the Registrar are con¬ 
ferred should be assistants to the Registrar and should not function 

^+at^ ei f dentl f of There has > however, been a tendency in some 
States to confer the powers of the Registrar on persons who do not 
necessarily assist the Registrar, but work independently of him. 
For instance in one State the cane unions are under the Cane Com¬ 
missioner who has been invested with powers of the Registrar of 
Co-operative Societies which are exercised by him without refer- 

TnHnJr- Registrar ' Similarly, in some States, the Director of 
I dustnes has been vested with the powers of the Registrar for 
P^P 0 !^ of cooperative societies for small-scale and cottage indus- 
tries. For coordinated control and unified direction, we consider that 
it is desirable to keep the cooperative financing agencies and the 

s?nMe e a S utwft Ced Tt b ^ th f m Under t ] le administrative control of a 
rf h l 1 ° f C ? Urse ’ understood that other departments 

of the State will continue to render technical advice and assistance 
in matters other than those connected with the adm^Tstratfon of 

S'^Modef 1 Pc 1 We h3Ve ma t & this P° sition clear in clause 3 
cLfl M j d t n 11 th , at pe J' sons on whom Powers of the Registrar are 

cnntrn[ 6 ef S iV, all w WOr ^ Subj w Ct u° the , § eneral superintendence and 
controll of the Registrar, lie have also deleted the provision exist- 

^ g , 1 . n tb ? 1912 Act ab ° ut the appointment of a Registrar for a portion 
t e State, as such a provision would be inconsistent with the 
concept of a single authority for the purpose of guiding supervis- 
St*te nd controRin S i be working of cooperative societies in the entire 
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VI 

4. The Bengal and Bihar Cooperative Societies Acts reserve 
some powers under the Act to be exercised only by the Registrar 
and thus preclude the conferment of certain powers under the Act 
on persons appointed to assist the Registrar. We feel that such 
restrictions will saddle the Registrar with considerable administra¬ 
tive work at a time when he should have enough time and freedom 
to shape the general policies governing cooperatives. It may not be 
necessary to specify in the law the powers which may be exercised 
exclusively by the Registrar. The same result can be secured by 
the State Government not conferring the powers of the Registrar 
under certain clauses to persons appointed to assist him. Clause 3 
of the Model Bill has been so worded as to leave the matter to be 
decided by the State Government. We do, however, feel that in¬ 
creasing decentralisation of power is necessary and inevitable to 
meet the demands of a rapidly expanding cooperative sector and 
that the State Governments will confer necessary powers on officers 
of the Cooperative Department at district and lower levels. 

5. Conditions of registration. —Under the 1912 Act, a society 
which complied with the provisions of the Act and the rules and 
whose bye-laws were not contrary to the Act and the rules, could 
be registered by the Registrar. We find that these provisions have 
not been adequate in preventing the registration of societies which 
are not genuinely cooperative in character. Further, these provi¬ 
sions do not give the Registrar the necessary powers to refuse the 
registration of a society if it does not have reasonable chances of 
success. Moreover, the attainment of social justice being one of the 
objectives of the Constitution, a cooperative society enjoying several 
privileges from the State should satisfy the requirements of the es¬ 
sential principles of social justice. It should, therefore, be possible 
for the Registrar to refuse the registration of a cooperative society, if 
in his opinion th proposed society does not satisfy any one of the 
above requirements. Clause 7 of the Model Bill has specified all 
the above conditions as the minimum necessary for the registration 
of a cooperative society. 

Liability of an Agricultural Credit Society. —The Model Bill 
under clause 5(2)(b) provides, as a general rule, for the unlimited 
liability of the members of an agricultural credit society. There 
was, however, another view forcefully expressed in the Committee 
that making unlimited liability compulsory would deter persons 
from becoming members of cooperative societies and that promo¬ 
ters should be free to decide whether their liability should be limit¬ 
ed or unlimited. It was agreed that State Governments might con¬ 
sider this view and carry out suitable modifications in clause 5 of 
the Model Bill, if they so desire. 

6. Amendment of the bye-laws of a co-operative society. —Under 
the 1912 Act, the minimum conditions for the registration of an 
amendment of the bye-laws of a cooperative society were the same 
as for the registration of a society. It is necessary that any amend¬ 
ment of the bye-laws should not only be consistent with the Act 
and the rules, but, in addition, should satisfy the requirements of 
sound business and of the principles of social justice. Accordingly, 
clause 12 of the Model Bill provides for these minimum conditions 
for the amendment of the bye-laws of cooperative societies. 
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7. Amalgamation, division etc. of cooperative societies. —The 

1912 Act did not provide for the amalgamation or division of coope¬ 
rative societies. Subsequent Acts, like the Bombay and Madras 
Cooperative Societies Acts, provide for these. The Madras Coope¬ 
rative Societies Act, 1932, however, has no provision under which a 
society may transfer its assets and liabilities to another society 
which is willing to take them. Moreover, the existing provisions in 
the various Acts are dilatory and the procedure laid down is so 
elaborate as to make amalgamation of coperative societies, or trans¬ 
fer of assets and liabilities from one society to another, prolonged 
and difficult. The Act should provide for a procedure which will 
not only be simple, but will also bring about amalgamation as quick¬ 
ly as possible, when two cooperative societies agree to merge with 
each other. The Madras Cooperative Societies Act, 1932, for instance, 
requires a preliminary resolution to be passed by each of the socie¬ 
ties and a final resolution to be passed jointly by the two societies. 
It should be possible to dispense with one of the resolutions and to 
reduce the period of notice during which a member or a creditor 
may withdraw his shares or deposits from a society. We have 
accordingly provided for a simple procedure for amalgamation, divi¬ 
sion etc., of cooperative societies in clause 14 of the Model Bill. 


8. Conversion of societies. —Section 15 A of the Bombay Coope¬ 
rative Societies Act, 1925 provides also for a society converting it¬ 
self into a class of society the objects of which are materially differ¬ 
ent from those under which it has been classfied under the Act. 
The procedure for conversion is the same as for division or amalga¬ 
mation of societies. We have not incorporated a provision in the 
Bill on the lines of the above section of the Bombay Act. This 
purpose can be served by the society passing necessary amendments 
to its bye-laws. If however, any State Government feels a special 
need for a separate provision in the Act, it could consider a suitable 
provision on the lines of section 15A of the Bombay Act. 

9. Compulsory amalgamation of cooperative societies. —It has 

been suggested that the Cooperative Societies Act should provide 
for the compulsory amalgamation of cooperative societies, in cases 
where such amalgamation is in the interests of the Cooperative 
Movement in general or of the members of cooperative societies in 
particular. We have noted that the Bombay and Madras Coopera¬ 
tive Societies Acts have been amended recently to provide for such 
compulsory amalgamation under certain circumstances. We observe 
in this connection that the Rural Credit Survey Committee have 
not suggested amalgamation of primary credit societies compulso¬ 
rily with a view to establishing large-sized credit societies. They 
stated : “In making this recommendation regarding optimum size 
of primary societies, we should not be understood as suggesting 
that all existing agricultural credit societies should, without dis¬ 
tinction be brought under schemes of reorganization. In particular, 
there should be no interference with societies which are working 
satisfactorily. Reorganization of existing societies should be attempted 
only where necessary and as and when this can be suitably done, 
i.e., without considerable dislocation. A phased programme of reor¬ 
ganization confined to contiguous societies which would gain by 
amalgamation would therefore be appropriate”. Therefore, what is 
2—2 M. of F. & A./57 
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necessary is not a provision in the Act which will facilitate amalga¬ 
mation of societies against the wishes of their members, but a provi¬ 
sion that will facilitate such amalgamation if the members so desire. 
We feel that the simple procedure for amalgamation suggested by 
us in clause 14 of the Model Bill should be sufficient to meet the 
requirements of the situation. 

10. Persons who may became members.—The 1912 Act provides 
for admission as members in cooperative societies of individuals who 
have attained the age of majority and of other cooperative societies. 
It does not, however, provide for the admission of the State Govern¬ 
ment as a member. Further, we think that a cooperative society 
should not admit companies, partnership firms etc. as members, for, 
their motive force is a desire for profits rather than the spirit of 
service. Therefore, in clause 16 of the Model Bill we have restricted 
membership in a cooperative society to individuals who are compe¬ 
tent to contract, other cooperative societies and the State Govern¬ 
ment only. 

11. Nominal and associate members. —Some cooperative socie¬ 
ties, particularly marketing societies have to admit as their members 
merchants or traders who have business relations with them, so 
that any dispute between them and the society may be referred to 
the Registrar, for disposal instead of to the Civil Courts. At the 
same time, they are not to be given any voice in the management of 
the society or any share in its profits. We feel that it is necessary to 
make express provision in this behalf in the cooperative societies 
Act. Similarly, cooperative stores societies in schools, may have to 
admit as ‘associate members’ minors who are not competent to 
contract, so as to introduce them to cooperative ideals and methods. 
Hence Section 17 of the Model Act provides for the admission by a 
cooperative society of a ‘nominal’ member who shall not have the 
right to vote and who shall not be entitled to any share in the assets 
or profits of the society. The nominal and associate members, how¬ 
ever, will be entitled to such rights and privileges as may be speci¬ 
fied in the Model Bill, Rules or the bye-laws of a society. 

12. Vote of members. —“One member’s one vote” has been widely 
recognised as one of the cardinal principles of cooperation. Further, 
in a cooperative society which is a democratic institution, every 
member is expected to take personal interest in the affairs of the 
society which will scarcely be possible if voting is permitted by 
proxy. We have, therefore, made it clear in clauses 19 and 20 of the 
Model Bill that every member will have only one vote and that 
voting by proxy will not be permitted. 

13. Restrictions on holding of shares.— Under the 1912 Act, no 
member, other than a cooperative society, could hold more than one- 
fifth of the total share capital or own shares exceeding Rs. 1,000. 
In keeping with the present-day requirements we have enhanced the 
limit of Rs. 1,000 to Rs. 5,000. When the State becomes a partner 
in a cooperative society, the exemption from the application of the 
restrictions granted to cooperative societies has to be extended to the 
Government also. Further, the limitation of Rs. 5,000 may unneces¬ 
sarily restrict the operations of certain types of societies such as 
cooperative housing societies, cooperative sugar factories etc. We 
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have, therefore, provided in clause 21 of the Model Bill that restric¬ 
tions on the holding of shares will not be applicable to the State 
Government and that the State Government may relax these restric¬ 
tions by notification in the official Gazette in respect of any class of 
cooperative societies. 

14. Transfer of interest on death of member. —It will be neces¬ 
sary to provide in the Act for a minor, inheriting the shares of a 
deceased member, to hold the shares in suspense, until he attains 
majority. We have accordingly provided in clause 23 of the Model 
Bill for this contingency. 

15. Liability of a deceased member. —Under the 1912 Act, the 
liability of the estate of a deceased member in regard to the debts of 
the society continued for one year after the death of such member. 
In our opinion as in the case of past members, such liability of a 
deceased member should also continue for a period of two years 
from the date of his ceasing to be a member as provided in the 
Bombay and Madras Cooperative Societies Acts. Further, in view of 
the fact that liquidation proceedings necessarily take time, we consi¬ 
der that the liability of a deceased member for the debts of a liqui¬ 
dated society should continue until the liquidation proceedings are 
over, as already provided in Section 48 A of the Bombay Cooperative 
Societies Act, 1925. 

16. Powers of the general body. —There is no provision in the 
1912 Act defining the powers of the general body of a society. In 
our view such an important provision should find a place in the Act 
and we have accordingly provided for it in the Model Bill. We 
have made it obligatory for the general body of a cooperative society 
to meet at least once a year, and provided for special general meet¬ 
ings to be requisitioned by the Registrar or by certain number of 
members of a society. If a meeting so requisitioned is not convened, 
the Registrar should be empowered to convene the meeting himself. 
In some societies where membership is large or distributd over a 
wide area, the ordinary general body cannot easily meet or secure 
adequate attendance and therefore, we have provided in its place 
for a smaller body consisting of delegates. Clauses 25, 26 and 27 of 
our Model Bill make the necessary provisions in this regard. 

17. Nominees of the Government on the committee of a coope¬ 
rative society. —The Rural Credit survey Report has recommended 
that the State Government should be allotted not more than one- 
third of the seats on the Board of Directors of the cooperative society 
to whose share capital it has made contribution. This recommenda¬ 
tion was subsequently considered in the Cooperative Congress 
held at Patna in March 1955 which decided that Government nomi¬ 
nation should not be more than one-third of the number of members 
on the Board of Directors or three directors whichever was less. 
Apart from Government contribution to the share capital, there are 
cooperative societies which may receive substantial financial assist¬ 
ance from the State Government in the form of guarantee for deben¬ 
tures issued or loans obtained. We are of the view that Government 
nomination may extend to these cases as well and have drafted clause 
28 of the Model Bill accordingly. 
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18. Power to veto or give directives. —The Rural Credit Survey 
Committee recommended that Government should, on certain speci¬ 
fied matters, have over-riding powers, for example, power . to re¬ 
verse or modify decisions on those matters or power to impose 
decisions of its own so far as they relate to those items. This re¬ 
commendation was discussed at the Patna Cooperative Congress 
which recommended that the special powers mentioned above 
should be confined only to the loan policy of an institution and to 
matters falling within the category of its financial policy. Both the 
Rural Credit Survey Committee and the Patna Congress were of 
the view that Government should not interfere in the normal or 
day to day administration of a cooperative society. We are in 
agreement with these views and suggest that it would be enough if 
the State Government or the Registrar take suitable administra¬ 
tive measures in this behalf and have therefore not considered it 
necessary to make statutory provision either in the Model Bill or 
the Model Rules. 

19. Supersession of a Committee. —There is no provision in the 
1912 Act for the removal by the Registrar of the committee of a 
co-operative society, if it mismanages its affairs. Such a provision 
exists either in the Act or in the rules in most States. Under the 
Punjab Co-operative Societies Act, however, such power is restricted 
only to those societies in which Government has major financial 
interest. We consider that it is necessary to invest the Registrar 
with power to supersede the committee of any society under cer¬ 
tain circumstances and that this power need not be confined only 
in respect of such societies in which Government has major financial 
interest. 

20. Taking charge of records etc. —It is sometimes difficult for 
a new committee liquidator or an Administrator to secure posses¬ 
sion or take charge of records, properties etc. of a co-operative 
society from rhe out going committee. We have, therefore, included 
in clause 30 of the Model Bill a provision, on the lines of section 
49(5) of the Travancore-Cochin Co-operative Societies Act. 

21. Charge of Co-operative Societies. —The Rural Credit Survey 
Report recommended as under :— 

“We endorse the recommendation of the Agricultural Finance 
Sub-Committee that, while credit societies should not ordinarily 
attempt mortgage finance, they should be enabled to have a statu¬ 
tory charge on the crop for the seasonal finance given to buttress 
personal security. When such a charge has been created by the 
■ borrower, it should not be alienable without the permission of the 
society. Prohibition of this kind was, for example, incorporated in 
the Bombay Co-operative Societies’ Act when it was amended in 
1948. We suggest that State Governments should consider the 
desirability of enacting similar legislation so as to induce the 
prompt repayment of crop loans given by co-operative societies.” 

22. In the light of the above recommendations we have examin¬ 
ed carefully the provisions of section 24 of the Bombay Co-opera¬ 
tive Societies’ Act. We are, however, not sure how far the provisions 
of this Section are sufficient to safeguard the interests of co-opera¬ 
tive credit societies which adopt the crop loan system recommended 
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by the Rural Credit Survey. Under the Bombay Co-operativv 
Societies Act a society can have a charge only “upon crops or other 
agricultural produce raised in whole or in part with a loan taken 
from the society”. To enforce the charge, it should first be proved 
that such crop was wholly or partly raised with the loan amount. 
Secondly, in the event of a failure of a member to repay his loan 
out of the produce of the year to which the loan relates, it may not 
be possible for the society to proceed against him for the recovery 
of the overdue loan out of the crops of subsequent years. Thirdly, 
under Sections 60 and 61 of the Code of Civil Procedure, certain 
properties of agriculturists as also a portion of the agricultural pro¬ 
duce as may be allowed by the State Government, are exempted 
from attachment. We have taken all these factors into considera¬ 
tion in drafting clause 31 of the Model Bill. 

23. Deduction from salary to meet society’s claim in certain 
cases. —The working of employee’s co-operative credit societies can 
be greatly facilitated if the employer deducts from the salary of an 
employee every month the instalment due from him towards a socie¬ 
ty’s loan and pays it to the society. There is no provision in this be¬ 
half in the 1912 Act, or in the Acts in force in most States. In the 
absence of such a provision, an employer cannot deduct an instalment 
due from a member from salary or wages payable to him. We find 
that the Co-operative Societies Acts in some States contain a provi¬ 
sion in this regard and have incorporated it in clause 32 of the Model 
Bill. 

24. Exemption from certain taxes, fees and duties. —Co-opera¬ 
tive Societies Acts in force in various States enable the Central 
Government or the State Government to grant exemption to co¬ 
operative societies from the payment of income-tax, stamp duties, 
registration fees etc. We feel that the scope of such exemption 
may, if the State Government so desires, be extended to cover cer¬ 
tain other taxes also, particularly those which would tend to dis¬ 
courage co-operative enterprises. Accordingly clause 35 of the 
Model Bill will enable the State Government to exempt any class 
of co-operative societies from the payment of agricultural income- 
tax, the tax on sale or purchase of goods and the tax on professions, 
trades, callings and employments. 

25. State aid to co-operative societies. —One of the principal 
recommendations of the Rural Credit Survey Report is that the 
State should take an active interest in promoting and encouraging 
co-operatives. In the words of that Report, the problem of rural 
credit “is not so much one of reorganisation of co-operative credit 
as of the creation of new conditions in which it can operate effec¬ 
tively and for the benefit of the weaker. The' prevailing conditions 
cannot be transformed by the very persons who are oppressed and 
rendered weak by their existence. The forces of transformation 
have to be at least as powerful as those which are sought to be coun¬ 
teracted. Such forces can be generated not by co-operation alone 
but by co-operation in conjunction with the State”. Clause 37 of 
the Model Bill gives effect to this recommendation by saying that 
it shall be the duty of the State Government to encourage and pro¬ 
mote the Co-operative Movement in the State. 
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26. State partnership in co-operative societies. —State partner¬ 
ship was indicated by the Rural Credit Survey Report as the most 
efficacious method by which the State can promote and encourage 
co-operatives. As regards the manner in which such a partnership 
should be secured, the Rural Credit Survey Committee recom¬ 
mended that it may be direct or indirect. As regards indirect 
partnership it said as under 

“At the apex level, the partnership wculd be direct, i.e., the 
State Government would directly contribute to the share capital 
of the institutions concerned. At the district level, the State part¬ 
nership would be through the apex institutions ; for instance, the 
State Government would provide funds to the apex institutions to 
enable them to contribute to the share capital of the institutions 
at the district level. At the primary level also, State participation 
would be indirect; it would take the form of similar contributions 
to the apex institutions to enable them to provide funds to the 
organisations at the district level, which in turn would contribute 
to the share capital of the institutions at the primary level. In 
certain cases, for example, marketing and processing societies, State 
partnership might be direct at all levels.” The Standing Advisory 
Committee on Agricultural credit of the Reserve Bank at its Fifth 
Meeting in January, 1P56 discussed the implications of this recom¬ 
mendation. It recognised that no uniform formula could be pres¬ 
cribed in this regard and that in some States it might be neces¬ 
sary to provide for direct participation by Government at various 
levels including the primary level. According to that Committee, 
the main points to be ensured were that the State Government 
should be a partner in the sense of partaking in the “risk” of share 
capital and not as a mere creditor and that the apex banks’ position 
as a leader of a coherent structure should, if possible, be strength¬ 
ened but in no case impaired. 

27. Taking account of these recommendations, we have provided 
in Chapter VI of the Model Bill for direct as well as indirect part¬ 
nership of the State in co-operative institutions. While direct part¬ 
nership is simple and more satisfactory from the legal point of 
view, indirect partnership is a complicated affair, particularly where 
the nominal share-holder will be another co-operative society and 
not the Government and when the Government should neverthe¬ 
less bear the risks of partnership in lieu of the nominal share-holder 
We had, therefore, to devise the method of the “Principal State 
Partnership Fund” and the “Subsidiary State Partnership Fund” to 
give legl effect to the recommendations. Thus,, under the provisions 
for indirect partnership in the Model Bill, the apex co-operative 
institution will receive moneys from the State Government and 
credit them to the “Principal State Partnership Fund”. It will draw 
from this Fund and purchase shares in its own name in the affiliated 
district or central institutions. It will also draw from this Fund 
and provide moneys to affiliated central or district institutions to 
enable them to take shares in primary societies affiliated to them. 
In the latter case, district or central institutions will credit the 
amount to a fund called the “Subsidiary State Partnership Fund” 
and utilise it for purchasing shares in their own name in affiliated 
primary co-operative institutions. In order to ensure that the State 
is truly a partner in the institutions to which its money is given 
and is not a mere creditor, the Model Bill gives Government a title 
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only to that amount of dividend which is declared by the society 
in which it has entered into direct or indirect partnership. It also 
casts on Government the responsibility to share the losses, if any, 
in the society in which it is a partner. To make State partnership 
effective in cases where indirect partnership is adopted, the pur¬ 
chases of shares from the “Principal State Partnership Fund” or 
the “Subsidiary State Partnership Fund” are subjected to the pre¬ 
vious approval of the Government and the sums to the credit of 
these Funds are not treated as assets of the institution which holds 
them. 

28. We have noted that in some States the Government have pur¬ 
chased shares in primary credit societies through central banks 
without the intervention of the apex bank. In such cases suitable 
modification will have to be made in the provisions of this Chapter. 

29. Other forms of State aid. —The 1912 Act did not contain any 
provision enabling the State Government to provide financial 
assistance to co-operative societies in the form of loans, guarantees 
for loans, subsidies etc. Subsequent laws, such as the Bombay, 
Madras and West Bengal Acts, have a provision in this regard. As 
it is contemplated under the Second Five Year Plan that the State 
Government will give financial assistance to co-operative societies 
in several ways, we have embodied in clause 50 of the Model Bill, 
provisions of the Bombay Co-operative Societies Act with suitable 
modifications. 

30. Reserve fund. —The proportion of the net profits to be car¬ 
ried to the statutory reserve fund, varies from State to State. In 
Bombay, for instance, a resource or purchase society has to carry 
25 per cent, of its net profits to the reserve fund, while other socie¬ 
ties have to carry only 10 per cent. In Madras, co-operative financ¬ 
ing banks have to carry 33£ per cent, of their net profits to the 
reserve fund. In the Punjab, the proportion is 10 per cent, and in 
Bihar it is 35: per cent. Considering the different practices in different 
States, we are of the opinion that the contribution to the reserve 
fund out of net profits should not be less than 25 per cent, of such 
profits. We have provided for this in clause 53 of the Model Bill. 

31. Co-operative Education Fund. —The Rural Credit Survey 
Report has laid considerable stress on the proper training of co-ope¬ 
rative personnel. A_provision has no doubt been made in the Second 
Five Year Plan for financing arrangements for training co-operative 
personnel under the auspices of the Government of India, the State 
Governments and the Reserve Bank of India. Even so, the primary 
responsibility in the matter should rest on the co-operative socie¬ 
ties themselves. Suggestions have been made to the effect that every 
co-operative society should contribute a certain proportion of its 
net profits every year to a Cooperative Education Fund. The Bom¬ 
bay Cooperative Societies Act provides for compulsory contributions 
for co-operative education to the Bombay Provincial Co-operative 
Institute out of the net profits of a society under certain conditions. 
Provisions of similar nature exist in Madhya Bharat, Hyderabad, 
West Bengal, Assam, Orissa and Mysore. We feel that every co¬ 
operative society should be required by law to contribute to a 
Co-operative Education Fund. Accordingly, clause 53 of the Model 
Bill provides for such a contribution at a rate to be prescribed by 
the State Government. 
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32. Loans to depositors. —As in the 1912 Act, clause 56 of the 
Model Bill prohibits loans from co-operative societies to non-mem¬ 
bers except to another co-operative society which may obtain loans 
with the permission of the Registrar. In practice, it has been found 
necessary for co-operative credit societies, and particularly co-opera¬ 
tive financing banks, to grant loans to depositors on the security 
of their deposits. Section 32(3) of the Madras Co-operative Societies 
Act has been incorporated in clause 56 of the Model Bill. 

33. Provident Fund. —Some co-operative societies have estab¬ 
lished Provident Funds for the benefit of their employees. It is 
necessary that the Act should protect the interests of employees 
against the Provident Fund becoming part of the assets of the 
co-operative society. We have provided for this protection in clause 
58 of the Model Bill. 

34. Audit. —The Acts in force in most States provide for the 
audit of accounts of co-operative societies at least once in a year 
by the Registrar. In the Punjab, however, the Act lays down that 
the accounts of every society shall be audited at least once during 
any year through an authority or agency other than officers under 
the control of the Registrar. In Uttar Pradesh, audit is the res¬ 
ponsibility of the Finance Department of Government. The First 
State Ministers’ Conference held at New Delhi in April 1955 went 
into this question of the appropriate authority for the audit of 
co-operative societies and after considering the recommendation of 
the Rural Credit Survey Report in this regard, recommended that, 
audit should be under the Registrar of co-operative societies. The 
Fifth Meeting of the Standing Advisory Committee on Agricultural 
Credit of the Reserve Bank held in January, 1956, while endorsing 
this recommendation, expressed the hope that “even in those few 
States where audit had been taken out of the Co-operative Depart¬ 
ment, these arrangements would be reconsidered so that a system 
similar to that in force in most States would soon be adopted”. The 
desire to keep audit beyond the purview of the Registrar of co-opera¬ 
tive societies and his staff largely springs from an impression in some 
quarters that the Co-operative Department manages and affairs of 
co-operative societies. This impression is due to the fact that in some 
States the Registrars of co-operative societies are Presidents of 
State cooperative institutions and their deputies are Presidents of 
central co-operative institutions. It is also due to the fact that super¬ 
vision over co-operative societies in some States in exercised by the 
Co-operative Department. It has, however, been recognised by the 
Government of India and by the State Governments that the pre¬ 
sidentship of the State and central co-operative institutions should 
be handed over to non-official members of these institutions as early 
as possible. We also note that the Rural Credit Survey Report and 
the Reserve Bank of India have recommended that supervision 
over co-operative societies should be transferred to co-operative 
financing banks. In these circumstances, when audit is left in the 
hands of the Registrar there will be no occasion for the criticism 
that those who run or supervise co-operative societies are auditing 
their own accounts. The important point to be borne in mind in 
regard to audit is that the Registrar of co-operative societies, who 
is responsible under the law for the proper conduct of co-operative 
societies, cannot fulfil his responsibility satisfactorily unless he 
keeps in close touch with the working of these societies by getting 
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their accounts audited under his direction and control. If neces¬ 
sary, the audit staff of the Co-operative Department may be consti¬ 
tuted into a distinct branch of that department under a Chief Audi¬ 
tor who will be responsible to and work under the control of the 
Registrar of co-operative societies. This ought to ensure that the 
audit of co-operative societies is free and fearless. We have accord¬ 
ingly provided in clause 59 of the Model Bill that the accounts of 
a co-operative society should be audited by the Registrar or caused 
to be audited by a person duly authorised by him. 

35. At the conclusion of the audit of the accounts of a society 
it is customary for the Registrar to point out the defects revealed 
in audit to the society for rectification. We feel that it is necessary 
to empower the Registrar under the Act to give a directive to a 
co-operative society to rectify the defects indicated. We have pro¬ 
vided for this in clause 60 of the Model Bill, on the lines of section 
22A of the Bombay co-operative societies Act, 1925. 

36. Inspection. —There is a provision in most co-operative socie¬ 
ties Acts for the Registrar undertaking an inspection of the books 
of a society at the request of its creditors. In addition to this statu¬ 
tory inspection, it is customary for the Registrar, or persons autho¬ 
rised by him, to inspect co-operative societies periodically. We 
•consider it desirable to give statutory recognition to this practice 
and have accordingly provided for it in clause 62 of the Model Bill. 

37. Surcharge. —The Co-operative Societies Act, 1912 does not 
contain any provision regarding surcharge. In some States, the 
Registrar is given power in this behalf either under the Act or under 
the rules. The existing provisions in many Acts, however, restrict 
surcharge to acts for which a person is criminally liable. We are 
of the opinion that the power should be extended so as to cover 
not only such acts, but also those w r hich involve mis-application of 
the funds of a co-operative society for purposes contrary to the Act, 
rules or the bye-laws and acts which involve gross negligence result¬ 
ing in loss to the society. Clause 64 of the Model Bill is intended to 
cover all these cases. It has, however, been provided that an order 
of surcharge can be made only after an enquiry and after giving 
the person concerned a reasonable opportunity of being heard. 

38. Settlement of disputes. —We have indicated earlier that the 
1912 Act did not contain any provision regarding settlement of dis¬ 
putes in co-operative societies by compulsory reference to arbitra¬ 
tion by the Registrar. However, some States made necessary provi¬ 
sion in this regard in the rules. Subsequent legislation in some of 
the States made a provision in this behalf in the Act itself. Settle¬ 
ment of disputes by co-operative societies outside the civil or other 
courts is necessary to avoid prolonged and expensive litigation. 
We, therefore, feel that this important provision should find a place 
in the Act itself, and that it should be specifically stated that no 
court should have jurisdiction to entertain any suit or other pro¬ 
ceeding in respect of such dispute. Further, doubts are some times 
expressed regarding what would constitute a dispute. It is, there¬ 
fore, desirable to indicate the items which will be regarded as dis¬ 
putes. Clause 65 of the Model Bill has been made sufficiently com¬ 
prehensive to cover the various aspects of this question. 
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c ause 66 of the Model Bill the Registrar may 
settle a dispute himself or appoint another officer of the Co-opera- 

in to do -!° or ™ a y appoint one arbitrator. The law 

,” ral States permits reference of disputes to three or more 

one^nh^n rf named b^ the Parties to the dispute and 

one to be named by ihe Registrar to serve as chairman of the panel 
? £ ^trators As reference of disputes to more than one arbitrator, 

. . ■ a j t0 b lnd( l r a , speedy settlement of disputes, we have not 

piovided in the Model Bill for the reference to a panel of arbitra- 
tors of a dispute. We have noted in this connection that the Bombay 
Co-operative Societies Act, 1925 which originally provided for refer¬ 
ence to a^ panel of arbitrators, has recently been amended to 
Registrar f ° r reference to the Registrar or to a nominee of the 

i. i.w up and dissolution of co-operative societies. —The 

Act and the Madras Co-operative Societies Act 1932 do not 
" e “ g ,“ se the winding up of a society as the first stage before its 
dissolution. This does not give an opportunity for the revival of 

thf l S Qi C 9 e A^f Wh a5 e P° ssifaIe in some cases. Moreover under 
the 1912 Act and the Madras Co-operative Societies Act, 1932, a liaui- 

dator i} s , ap P^‘ nted when the registration of a co-operative society is 
cancelled The order of the Registrar cancelling the registration 
of a society takes effect on the expiry of the period allowed for an 
appeal and if such an appeal is preferred, only on the refection of 
the appeal, we feel that such a position is not satisfactory because 
it a liquidator is not able to take into his custody the properties 
and assets of a co-operative society until the order cancelling its 
registration is confirmed, the Committee of the society may dissi¬ 
pate its assets during the interval, thus prejudicing the interests of 
ci editors and members of the society. Such a situation can be 
pi evented, if the Registrar is empowered to pass an order for wind- 
ing up a society and appointing a liquidator forthwith. The liquida¬ 
tor can then take charge of the assets of the society immediately 
although an appeal may be preferred against the order of winding 
up Whem the appeal is pending, the liquidator can function more 
or less as a trustee on behalf of the creditors and the members of 
the society. In order to provide for such powers being vested in the 
a r? r and . the Registrar, we feel that provision on the lines 
ot the Companies Act may, with advantage be incorporated in the 
Co-operative Societies Act. Provisions for these matters has been 
made m clauses 67 and 68 of the Model Bill. 

41 Some Acts do not empower the liquidator to effect compro- 
nnses between creditors and members of the society and the society 
We feel that such a power is necessary for expediting liquidation 
proceedings and have included it in the list of liquidator’s powers 
m clause 69 of the Model Bill. 


42. Land Mortgage Banks.—The Rural Credit Survey Report 
recommended the enactment of a law containing provisions for 
facilitating the working of land mortgage banks. Replies to the 
questionnaire issued by us have also emphasised this recommenda¬ 
tion. We observe that barring a few States ’like Madras, Andhra 
Pradesh, Mysore, Madhya Pradesh and West Bengal, there is no 
special legislation on this subject. In Madras, Andhra Pradesh and 
Madhya Pradesh, there is a separate Co-operative Land Mortgage 
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Banks Act. In Mysore and West Bengal, there are special chapters 
on the subject in the Co-operative Societies Act itself. Even where 
there is a separate Act on land mortgage banks, such banks are 
registered under the Co-operative Societies Act in force in the States 
and are subject to all the provisions in that Act. In veiw of 
this, we feel that there may be no special advantage in enacting 
a separate law on the subject and that the special facilities required 
by co-operative land mortgage banks may as well be provided for 
in a separate chapter in the Co-operative Societies Act. In the Model 
Bill, therefore, Chapter XI embodies the special provisions necessary 
for the successful working of co-operative land mortgage banks. 


43. The Madras Co-operative Land Mortgage Banks Act, 1934, 
has served as the basis for similar legislation on the subject in other 
States. As indicated, in Chapter II of this Report, the Madras 
Co-operative Land Mortgage Banks Act, 1934 covers many of the 
important privileges and concessions recommended by the All 
llndia Rural Credit Survey Report. In view of thi,s, Chapter XI 
in the Model Bill is based largely on the provisions in the Madras 
Land Mortgage Banks Act. There are, however, some important 
recommendations in that Report which are not covered by the 
Madras Act. Firstly, the Rural credit Survey Report has recom¬ 
mended an important requisite for the success of a scheme of land 
improvement viz., of providing loans noted the basis of the existing 
value of lands but on the basis of the increased value anticipated as 
a result of improvements effected on them. To quote that Committee: 
“As regards this question, the point is that lands are not sufficiently 
valuable before the improvements are effected, and on this basis, the 
amount of finance which land mortgage banks can provide under 
their existing rules of valuation may often be inadequate. The need 
accordingly arises for some form of guarantee to cover the difference 
between the value before and after improvement. This guarantee 
can only come from Government; it will have to be for a specified 
period and cover the difference between the two values, viz., value 
before and after improvement”. We have given effect to this recom¬ 
mendation, in clause 77 of the Model Bill. Secondly, the tendency 
of recent land reforms legislation is to fix a ceiling on holdings. 
Although such legislation may grant exemptions to co-operative socie¬ 
ties from the operation of this clause, we consider it necessary to pro¬ 
vide in the Co-operative Societies Act itself that nothing in such legis¬ 
lation shall apply to land mortgage banks in respect of the lands, 
which they may have to acquire in satisfaction of debts due to them. 
We have provided for this in clause 79 of the Model Bill. 

44. Execution of awards, decrees, orders and decisions. —The most 
common agencies available to co-operative societies for execution of 
awards, decrees, orders etc. passed by the Registrar or arbitrators 
are the civil courts and the Revenue Department. We have indi¬ 
cated earlier that in addition to these modes of recovery, the Mad¬ 
ras Co-operative Societies Act empowers the Registrar or any person 
subordinate to him to recover any amount due under a decree 
award or order made under the Act. Similar provisions exist in the 
Co-operative Societies Acts of Mysore, Orissa, Coorg and Jammu and 
Kashmir. The experience in respect of recovery of co-operative 
dues through the civil courts or the Revenue Department has not 
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been very encouraging and, therefore, we consider that in addition 
to the above modes, the Registrar should be empowerd to execute 
decrees, awards etc. departmentally and we have incorporated a 
provision to this effect in clause 96 of the Model Bill. 

45. Recovery of sums due under charge. —Reference has been 
made earlier to the charge created by a borrower in favour of a 
co-operative credit society for a loan taken by him for the purpose 
of raising crops. In order to make this charge effective, it is neces¬ 
sary to provide that dues covered by this charge may also be recover¬ 
able through the Revenue Department or the civil court or the Regis¬ 
trar. Clause 95 of the Model Bill accordingly empowers the Registrar 
to make an order on the application of a co-operative society in this 
behalf which can be executed like any other order or decree made 
under the Act. 

46. Attachment before judgment. —It is necessary to empower 
the Registrar to pass an order of attachment of property before 
judgment in any proceedings under the Act, if the Registrar is 
satisfied that with a view to defeat or delay the execution of any 
order the person concerned is likely to dispose of the whole or any 
part of his property or is about to remove it beyond the jurisdiction 
of the Registrar. Clause 98 of the Model Bill makes such a provi¬ 
sion. 

47. Appeals, revision and review.— In all States excepting Bom¬ 
bay, an apepal against orders, decisions, awards etc. made under 
the Act can be presented either to the Registrar or to the State 
Government. With the important role assigned to co-operatives in 
schemes for agricultural credit and marketing under the Second 
Five Year Plan, the administrative responsibilities of the Registrar 
will increase enormously. He should, therefore, be freed from the 
responsibility of bearing appeals in certain cases. Further, with the 
growth in the activities of the co-operative societies, matters relat¬ 
ing to appeals are likely to become more complex and technical in 
their nature. It is, therefore, considered desirable that, as in Bom¬ 
bay, every State may constitute a Tribunal to hear appeals against 
orders passed in arbitration proceedings. We have accordingly pro¬ 
vided in clauses 100 and 101 of the Model Bill for the constitution 
of a Co-operative Tribunal on the lines of the Bombay Co-operative 
Societies Act, 1925. 

48. Appeal against refusal to admit a person. —Among the mat¬ 
ters included in appeals, we have included the decision of a co-ope¬ 
rative society refusing to admit any person as a member of the 
society or a decision of a society expelling any member from the 
society. This is in conformity with the recommendation of the 
Rural Credit Survey Report that a person who is refused admission 
to a society should have the right to appeal to the Registrar of 
co-operative societies. 



Chapter IV 
MODEL RULES 

1. Subject matter of rules. —The Cooperative Societies Act is 
intended to provide the broad legal frame-work for facilitating the 
registration and working of co-operative societies and also for pro¬ 
viding the necessary agency and authority for their guidance, super¬ 
vision and control. It is customary to relegate to the rules, matters 
in respect of which a certain degree of elasticity is necessary and 
matters which are largely of a procedural nature. To incorporate 
either of them in the Act would make it not only rigid but cum¬ 
bersome. For instance, matters relating to the maximum credit 
limit of a society, the forms and standards of fluid resources to be 
maintained by it, the audit fees to be levied, the investment of the 
Reserve fund etc., require a considerable degree of elasticity from 
one class of society to another and also from State to State. Simi¬ 
larly, procedural matters connected with the amendment of bye¬ 
laws of cooperative societies, the execution of awards, decrees, etc. 
can also be left to be regulated by rules. It is not proposed to 
indicate here the nature of the rules framed by the different State 
Governments for the regulation of cooperative societies in their 
respective areas. We have, however, taken into account these rules 
and have included in the Model Rules (Appendix VII) the mini¬ 
mum prescriptions that are necessary for the successful working 
of the different types of cooperative societies. In this ChaDter we 
shall indicate some of the important rules and give reasons for their 
inclusion. 

2. Subject matter of bye-laws. —The bye-laws of a cooperative 
society are important in regulating the working of a society and as 
such it is necessary to prescribe the matters in respect of which 
each cooperative society should frame its bye-laws. In rule 5 we 
have divided these maters into two categories, viz. (i) those which 
must be covered by every society and (ii) those which may be 
covered by a society. 

3. Investment of reserve fund. —We observe that the practice 
regarding investment of the reserve fund of a society at present 
varies from State to State. There are some which prohibit the 
investment of the reserve fund in the business of a society. There 
are others which permit investment in the business, whereas in 
others the fund can be invested in the business under certain cir¬ 
cumstances or in a certain class of societies. The Standing Advi¬ 
sory Committee on Agricultural Credit of the Reserve Bank at its 
Fifth Meeting in January, 1956 recommended that, the reserve fund 
of cooperative societies at the primary level and of the centra! 
cooperative banks at the intermediate level should be invested 
outside their business until such time as their respective reserve 
fund was equal to their paid-up capital. At the apex level the 
reserve fund should be invested outside the business in Government 
and other securities. The Standing Advisory Committee did not 
consider the question of investment of reserve fund of non-credit 
societies, where the need for permission to invest atleast a certain 
portion of the reserve fund in the business is widely recognised. In 
view of these considerations, in rule 22 of the Model Rules, we have 
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provided that the reserve fund of a cooperative society should be 
invested outside its business. But, where the Registrar of Coope¬ 
rative Societies is satisfied that the fund may be utilised in the 
business of a society he may permit such investment. Further, it 
is necessary to see that the fund invested outside the business is not 
drawn upon or encumbured by the society except with the previous 
permission of the Registrar. This has also been provided for in the 
said rule. 

4. Maximum credit limit of a society. —The maximum borrow¬ 
ing power of a cooperative society should be kept within reason¬ 
able limits in the interests of its creditors. In Rule 24 power has 
been given to the Registrar to determine this limit for a society or 
class of societies. At the same time, thrift has to be promoted 
among members and rural savings have to be encouraged. Suitable 
relaxation from this rule has been provided for this purpose. 

5. Maintenance of fluid resources. —With a view to safeguard¬ 
ing the interests of depositor, it is necessary to lay down the 
standards and form of fluid resources to be maintained by coopera¬ 
tive societies which accept deposits and grant cash credits. We have 
noted that the Standing Advisory Committee on Agricultural Cre¬ 
dit of the Reserve Bank has recommended certain forms and stan¬ 
dards for the maintenance of fluid resources by cooperative financ¬ 
ing agencies. There is, however, need for some degree of elasticity 
even in this regard and therefore Rule 27 of the Model Rules gives 
the Registrar the power to fix the standards and forms of fluid 
resources for a society or class of societies. 

6. Execution Proceedings. —The procedure to be followed in 
exercising the powers relating to execution of awards, decrees, etc. 
has been given in detail in the Model Rules under chapter IX 
which has been largely taken from the rules in force in Madras 
where the cooperative department has been attending to execution 
work for many years. These rules also provide for attachment of 
property before judgment and attachment and sale of property 
without decrees in the case of Land Mortgage Banks (Rule 33). 

7. Accounts and other books to be maintained by cooperative 
societies. —As account books and registers have to be maintained by 
every cooperative society for the proper conduct of its business, 
the Registrar has been empowered under Rule 37 to specify these 
books and registers. Where a cooperative society fails to maintain 
the account books and registers specified by the Registrar, it should 
be possible for him to get them written up by a person authorised 
by him and recover from the society the cost thereof. This has been 
provided for in Rule 38. 

8. Submission of returns etc. —The collection of statistical and 
other information regarding the working of cooperative societies is 
a very important function of the Registrar. It should, therefore, 
be possible for him to direct cooperative societies to submit to him 
the returns specified by him. Further, if a society fails to do so, it 
should be open to him to depute somebody to get the returns and 
recover the cost thereof from the society. Rule 39 of the Model 
Rules covers these aspects. 



Chapter V 

BYE-LAWS OF CO-OPERATIVE SOCIETIES 

1. Nature and purpose of bye-laws. —Along with the Act and the 
Rules, teh bye-laws cf a co-operative society provide it with the 
necessary legal framework for its operation. They are intended to 
lay down the societies’ objects, indicate its functions and regulate 
its working consistent with the Act and the rules. Although they 
may be framed by a co-operative society and amended by it from 
time to time, they have to be registered by the Registrar. The bye¬ 
laws are thus an integral part of the legal basis of any co-operative 
society and are intended to ensure that the society functions in 
accordance with law and co-operative principles. 

2. According to the terms of reference, the Committee has been 
asked to examine the existing provisions relating to various types 
of cooperative societies and to suggest if any modifications are 
required in the Act, the rules as well as the bye-laws, so that these 
societies may be able to play an increasingly important role in 
the economic development of the country. The modifications that 
we have incorporated in the Model Bill and the Model Rules, are 
not only designed to meet the recommendations of the All-India 
Rural Credit Survey Report and the requirements of the Second 
Five Year Plan, but also to promote and facilitate the working of 
the various types of cooperative societies. While the Model Bill 
and the Model Rules provide the basic legal framework for the 
successful working of societies, the bye-laws will provide for the 
procedural details and other factors which will facilitate their work¬ 
ing. 

3. This Committee was asked to prepare standard sets of bye¬ 
laws which would facilitate the proper and smooth establishment 
and working of the types of societies which are sought to be en¬ 
couraged under the changed economic and social policy of the 
country. The Committee has accordingly prepared model bye-laws 
for eleven different types of societies. In this Chapter, we refer to 
the salient features in the bye-laws of each type of society. 

4. Bye-laws of a large-sized credit society. —It would be worth¬ 
while to recapitulate the broad recommendations of the Rural 
Credit Survey Report in regard to the large-sized credit societies 
and indicate how they have been given effect to in the bye-laws. 
This is done in the following paragraphs. 

(a) “Each of the large-sized societies should have an initial 
minimum level of share capital which should be raised in a specified 
period to an optimum level. Until the optimum level is rea¬ 
ched, there should be compulsory contributions from the members 
together with proportionate contribution (indirect) by Government. 
After the optimum level is reached, Government-derived contribu¬ 
tion should cease, but compulsory contribution from members 
should continue for retiring the whole of Government-derived con¬ 
tribution within a suitable period.” Bye-law 3 of the Model Bye-laws 
provides for the retirement of the Government held capital at such 
times and in such amounts as may be agreed upon between the 
society and the Government or the central co-operative bank. 

27 
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(b) “The large-sized primary agricultural credit societies 
should be established on the basis of limited liability which may 
be confined to the value of shares held by members or preferably 
to a certain multiple therof.” Bye-law 4 of the Model Bye-laws thus 
provides for multiple liability of individual shareholders. It is 
expected that a large-sized credit society will also admit the State 
Government or State co-operative bank or a central bank as its 
member. In respect of the shares held by the Government or the 
banks, however, the liability will be limited to the paid-up capital. 

(c) “The membership of agricultural credit societies in general, 
large-sized or small, should be open to all persons residing in the 
areas of their operations. Further, a person who is refused admission 
to a society should have the right to appeal to the Registrar of 
Co-operative Societies.” Bye-law 5 of the Model Bye-laws covers this 
aspect. 

(d) “The maximum borrowing limit of the large-sized primary 
agricultural credit societies should be fixed at a certain multiple of 
their paid-up capital and reserves”. Bye-law 14 of the Model Bye¬ 
laws fixes the maximum borrowing power of a large-sized credit so¬ 
ciety at eight times the paid-up share capital and the reserve fund 
of the society. 

(e) In a limited liability society, the share capital is very 
important inasmuch as the borrowing power of the society is deter¬ 
mined in relation to it. It is, therefore, necessary that members 
contribute to the share capital of the society as liberally as possible. 
It may, however, be desirable to lay down a certain minimum stan¬ 
dard in this regard and, therefore, in bye-law 34 of the Model Bye¬ 
laws, it has been suggested that the borrowings of a member will 
be restricted to a certain multiple of the shares held by him. Such 
a stipulation will ensure an automatic increase in the share capital 
of a society as its loan operations increase. 

(f) The Rural Credit Survey Committee recommended that in 
regard to the loan operations of a large-sized credit society, the 
emphasis should be on crop loans and that the amount of the crop 
loan should be so fixed as to form an adequate proportion of the 
cash outlay per acre of crops and that, wherever appropriate, loans 
may be given in instalments. Bye-law 34 of the Model Bye-laws 
may provide medium-term loans for productive purposes.’ Bye-law 
provides for short-term loans being provided on the basis of acreage 
under different crops cultivated by a borrower. Similarly, it pro¬ 
vides for the loans being given in the shape of cash credits, so that 
it will be possible for a member to draw the amounts required in 
instalments. 

(g) “Besides crop leans, primary agricultural credit societies 
may provide medium-term loans for productive purposes”. By-law 
36 of the Model Bye-laws provides for the grant of short as well as 
medium-term loans by a large-sized credit society. 

(h) “There should be a close link between the primary agricul¬ 
tural credit societies and marketing societies. The primary society 
should finance its members on condition that their produce is sold 
through the marketing society with which it works in co-ordination 
The primary society will act as an agent for the sale of the produce 
to the nearest co-operative marketing society, assemble the produce 
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of its members, supervise and, if necessary, arrange for the trans¬ 
portation of the produce.” Bye-law 37 of the Model Bye-laws provides 
for the linking of credit with marketing and the appointment of one 
of the members of the large-sized credit society as a marketing. 
Panchayatdar for the purpose. That bye-law also provides for every 
borrower-member of a credit society signing an agreement to the 
effect that he will sell his produce only through the marketing 
society with which the credit society is affiliated. 

(i) “Agricultural credit societies may also supply members’ 
requirements for crop production and also basic, but standardised, 
consumers’ goods on the basis of indents or of established demand. 
The Registrar may permit a society to resort to the system of out¬ 
right purchase and sale to the extent of twice the paid up share 
capital, if the size of the society, its financial strength and the 
soundness of its management permit.” Bye-law 47 of the Model Bye¬ 
laws provides for purchase on an indent basis as well as on the basis 
of outright purchase. 

(j) Under the Second Five Year Plan, some of the large-sized 
credit societies are expected to have a godown of their own to be 
utilised for stocking the consumers’ and producers’ goods, required 
by the members and for serving as assembling centres for the mar¬ 
keting societies. Bye-law 49 of the Model Bye-laws provides for the 
regulation of this activity. 

(k) The Rural Credit Survey Report recommended that super¬ 
vision should be invariably treated as the legitimate function of the 
co-operative financing banks. While the banks will meet the cost in 
this regard from their own resources, supplemented by such subsi¬ 
dies as may be received by them from the State Government, the 
need for the affiliated societies also making some contributions has 
been recognised. Bye-la-w 54 of the Model Bye-laws thus provides for 
the society making such contribution to the supervision fund main¬ 
tained by the central bank to which it is affiliated. 

(l) “Every large-sized primary credit society should have a 
paid, full-time qualified secretary.” The Model Bye-laws provide for 
the appointment of a secretary with such qualifications as may be 
specified by the Registrar. 

5. Bye-laws of a co-operative credit society, unlimited. —It is 

proposed to organize during the Second Five Year Plan 10,400 large¬ 
sized primary agricultural credit societies. The expansion of credit 
for agricultural production envisaged in the Plan will be effected 
not merely through the large-sized credit societies, but largely 
through a very large number of small societies which are already 
in existence and which also are proposed to be organized in much 
larger numbers than the large-sized credit societies. These socie¬ 
ties will be of the Raiffeisen type with a small area of operations 
covering in most cases one village and may be based on unlimited 
liability. We have, therefore, prepared model bye-laws to suit this 
type of credit society also. An important feature of these societies 
relates to the manner in which the maximum borrowing power of 
the society is determined. Whereas in a limited liability credit 
society, the borrowing power is fixed as- a multiple of the owned 
funds of the society, in the unlimited liability type, it is left to be 
decided with reference to the value of the assets belonging to the 

3—2 M of F & A/57 
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members. The most commonly adopted basis in this regard is a 
proportion of the total value of the net assets of all the members 
of the society. Since the basis in this regard is subject to variation 
from State to State, the bye-laws do not make a reference to any 
particular basis for fixing the limit. The small societies having a 
small business may not be in a position to afford a paid secretary 
and hence the functions of the secretary may be performed by an 
honorary secretary. Further, these societies may have to accept 
only one type of deposit, viz, fixed deposit. The nature of the acti¬ 
vities of a small credit society being similar to that of a large-sized 
society, the bye-laws of the unlimited liability credit society are 
identical in all important matters connected with loan operations 
etc. with the bye-laws of the large-sized credit society. If the State 
Government decides to permit organisation of small credit societies 
also on limited liability basis, suitable modifications in the bye-laws 
will have to be made. 

6. (a) Bye-laws of a primary marketing society. —A primary 
marketing society is to serve as an effective link between the pri¬ 
mary agricultural credit societies and the central co-operative bank 
in the scheme of integrated rural credit. The main function of the 
primary marketing society is to market the produce of its members, 
although it may take up, in addition, the functions of processing and 
warehousing. Accordingly, the objects clause of the Model Bye-laws 
for primary marketing societies, includes all the functions which 
are incidental to the efficient marketing of agricultural produce 
by the societies. 

(b) Membership.—A primary marketing society under the Model 
Bye-laws may admit three different categories of members viz., 
individuals, the State Government and merchants and traders. The 
last mentioned category, whenever admitted, will be nominal mem¬ 
bers who will have no right to vote and will have no share in the 
dividend or bonus distributed by the society. 

(c) Maximum borrowing limit. —Bye-law No. 14 of the Model. 
Bye-laws fixes the maximum borrowing limit of a primary marketing 
society at eight times its paid-up share capital and reserves. How¬ 
ever, the borrowings against the pledge of goods in the effective 
custody of the financing banks will be excluded from this limit. 

(d) Linking credit with marketing. —We have already referred 
to the role of the marketing society in the scheme of integrated 
credit. To establish a link between credit and marketing, it has 
been provided in bye-law 42 of the Model Bye-laws that out of the 
sale proceeds of the produce brought for sale, the marketing 
society will deduct an amount which will cover the loan (together 
with interest thereon) taken by the member from the agricultural 
credit society for his production programme. The amount so deduct¬ 
ed will be passed on by the marketing society to the credit society 
or to the central bank. In the former case, the credit society will 
adjust the amount to the member’s loan account. In the latter case, 
the central bank will credit the society’s loan account, and the 
society in its turn will credit the member’s loan account. The same 
procedure will be followed by the marketing society in case it 
advances a loan to a member on the pledge of his produce. The 
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idea is that a production loan and a marketing loan should not 
remain outstanding against the same produce. We have accordingly 
provided for this in bye-law 33 of the Model Bye-laws. 

In providing the link between the credit societies and the mar¬ 
keting society, the marketing panchayatdars appointed by the mar¬ 
keting society under bye-law 43 of the Model Bye-laws, have a very 
important role to play. He is expected to function as an agent of 
the marketing society in the village. 

(e) Loan operations. —The marketing society will normally not 
give any production loans. The loans by the society will be res¬ 
tricted as per bye-law 34 only to those on the pledge of produce 
in its custody at a certain proportion of the market value of the 
produce so pledged. There are, however, instances of marketing 
societies giving production loans to their members and in such cases 
the bye-laws will have to be suitably modified. 

(f) Conduct of sales. —In the marketing of agricultural produce, 
the primary marketing societies will have to proceed very cau¬ 
tiously and, therefore, the bye-laws provide that the marketing 
society will sell agricultural produce of its members as their agent 
and will not accept any liability for loss. However, the bye-laws per¬ 
mit the society to undertake outright purchases to the extent of its 
owned funds. 

(g) Supply of commodities. —The primary marketing society is 
expected to serve as the stockist for affiliated agricultural credit 
societies in respect of seeds, fertilisers, manures, implements etc. 
and also in respect of domestic requirements of the agriculturists. 
Bye-law 44 of the Model Bye-laws regulates such supply activities of 
the marketing society. 

(h) Godowns. —Under the Second Five Year Plan, every pri¬ 
mary marketing society is expected to be provided with a godown 
which will be needed by it in its marketing and supply activities. 
Bye-law 45 of the Model Bye-laws regulates the working of the go- 
downs of the primary marketing society. 

7. Bye-laws of a co-operative processing society. —Considerable 
stress was laid by the All-India Rural Credit Survey Committee on 
co-operative processing of agricultural produce as an important 
adjunct to marketing. While co-operative processing is expected to 
develop as part of the co-operative marketing of agricultural pro¬ 
duce, it is possible that in some cases the establishment of a co-ope¬ 
rative processing society first may facilitate the growth of marketing. 
Recognizing this, the Second Five Year Plan provides for the 
establishment of a large number of co-operative ginning factories for 
cotton, co-operative jute bailing factories, co-operative rice mills 
etc. Such co-operative processing societies will naturally need con¬ 
siderable financial assistance from the State which is to be provided 
by the Government entering into partnership with the societies. 
The societies will undertake to process the produce belonging to 
members before it is marketed. They may also make outright 
purchases to a limited extent, of the produce of the members and 
arrange for its sale on their own account. The model bye-laws which 
we have prepared, therefore, while retaining all the important fea¬ 
tures of co-operative marketing societies, make suitable provision 
for the special features mentioned above. 
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8. Bye-laws of a co-operative irrigation soeiety.—Co-operative 

irrigation societies have been stated in some of the States. Their 
chief business is to provide pumping sets to lift water from rivers, 
canals, tanks, or wells and irrigate agricultural lands. For this pur¬ 
pose, they have also to construct canals and channels and erect, 
bunds. They regulate water supply and charge water rates to re¬ 
cover the cost of the capital equipment and maintenance charges 
for such equipment, canals and bunds. Incidentally, they also help 
their members to procure agricultural requirements like improved 
Seeds, fertilizers, implements, etc. We have drafted the Model 
Bye-laws for a co-operative irrigation society to serve these objects 
effectively. We have left the details of business of the society to be 
regulated by the Board of Directors of the society in accordance 
with regulations framed by them and approved by the Registrar. 
The income of the society after meeting the instalments due on the 
loans contracted by the soeiety for its enterprise and after meeting 
the interest charges and running expenses, will yield net profits 
which may be distributed in the same manner as in any other 
co-operative society, including the payment of bonus in proportion 
to the water rates paid by them during the year. We do not, how¬ 
ever. consider that in a society of this kind, there will be any need 
for building up heavy reserves. We have, therefore, left the per¬ 
centage of contribution to the reserve fund out of the net profits 
to he fixed at a lower level than the statutory twenty five per een' 
with the special sanction of Government. 


9. Bye-laws of a co-operative milk supply society.—Co-operative 

dairying has been organised in several States with cooperative mill; 
supply societies in production centres and federation of these socie¬ 
ties, known as milk unions, in consuming centres. Members of milk 
supply societies, who own cows and buffaloes, deliver their milk 
to their societies, which forwards it to the milk supply union in 
milk vans provided by the latter. On arrival at the union, the milk 
is pasteurised and distributed to consumers. We have framed a set 
of model bye-laws for a milk supply society only and not for the 
union for, a number of primary societies will have to be organised 
before a sucessful milk union can be established. Moreover, it is 
possible that a primary milk supply society handling large 
quantities of milk and commanding a good market in the negihbour- 
hood, can itself go in for small dairy equipment with which it 
can process milk and dispose of pasteurised milk and milk 
products. In many milk supply societies, the members rear poultry 
as well and sell eggs through the society along with milk. We have, 
therefore, provided in the Model By-laws, for the milk supply society 
purchasing dairy equipment and undertaking the promotion of 
poultry-breeding' alongside of dairying. To facilitate these two acti¬ 
vities, "we have provided for the grant of loans by the society to 
members for the purchase of milch-cattle and poultrjy We have 
also provided for ancillary activities being conducted by the society 
such as the construction of cattle sheds, the supply of cattle fodder, 
the maintenance of breeding bulls, etc. Out of the profits of the 
institution, we have provided for a rebate or bonus to members in 
proportion to the volume of business done by them with the society 
after providing for the reserve fund, the Education Fund and the 
payment of dividend. 
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10. Bye-laws of co-operative farming societies. —The Co-opera¬ 
tive Planning Committee appointed by the Government of India 
reported in 1946 that a co-operative farming society may take one 
of the following four forms :— 

(i) Co-operative Better Farming Society : 

The members of this society retain ownership over their lands, 
but agree to introduce improved methods of farming selected by 
the society and even follow a plan of cultivation laid down by it. 
They cultivate their lands on their own account, and each member 
takes his profit or bears his loss. The society will assist them in the 
supply of seeds, manures and implements in the provision of credit 
and in the sale of their- surplus produce; but they will have to pay 
for the services rendered by the society. 

(ii.) Co-operative Joint Farming Society : 

Here, too, the members retain ownership over their lands ; but 
they agree to surrender the use of their lands to the society. The 
lands are then cultivated by the society with the help of its mem¬ 
bers. The cultivation is done by the society on its own account utilis¬ 
ing its own share capital and supplementing it with borrowings. The 
members are grouped into work teams and allotted such work as has 
been decided upon by the society and they are paid wages on the 
piece-wage or time-wage system. If the society reaps a good harvest 
and its income over expenditure results in profits the members are 
given a share in the profits in proportion to the labour contributed 
by each, after setting apart reserves and paying dividend on share- 
capital. 

(mj) Co-operative Collective Farming Society : 

Here, the land belongs to the society either as on free-hold oi 
lease-hold basis. It may have been given to it by Government or 
other public body. The society cultivates the land on its own account 
employing its members in the same manner as in a joint-farming- 
society. The profit or loss of the enterprise is also shared by the 
members in the same manner. 

(hr; Co-operative Tenant Farming Society : 

Here again, the land is held by the society on free-hold or lease¬ 
hold terms; but the society parcels out land among its members who 
cultivate their respective plots on their own account, profit or loss 
being borne entirely by each one of them, the society only helping 
them in crop-planning, in the supply of agricultural requisites, in the 
provision of credit and in the disposal of their surplus produce. 


11. All these four types of societies have been introduced in seve¬ 
ral States in India. The common feature of every one of them is 
that membership is voluntary and not the result of compulsion. A 
delegation sent to China by the Government of India to study the 
working of cooperative farming societies there, has returned and pre¬ 
sented its report recently. The Government of India will doubtless 
e xam ine that report and evolve a suitable pattern or patterns of 
cooperative farming for India. Meanwhile we have framed suitable 
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model bye-laws for a co-operative joint-farming society already des¬ 
cribed above. State-partnership is essential for the successful work¬ 
ing of such society and we have provided for it in the Model Bye¬ 
laws. In the event of other types of co-operative farming societies 
being organised, suitable modifications will have to be made in the 
present Model. 

12. Bye-laws of Industrial Co-operatives. —Like co-operative 
farming, industrial co-operatives are of various kinds. We may 
classify the chief varieties as follows:— 

(i) an industrial co-operative production society, where the 
production activity is undertaken by the society itself, 
employing its members as wage-earners, and 

(ii) an industrial cooperative servicing society, where the pro¬ 
duction activity is undertaken by members on their own 
individual account deriving for the society such benefits as 
the supply of raw materials, the marketing of finished pro¬ 
ducts and the provision of credit and other facilities. 

13. Co-operative sugar mills and co-operative spinning mills 
are institutions dealing with large-scale industries. We have con¬ 
fined our attention to small scale-industries, which are undertaken 
in factories or in the homes of the woi'kers and framed two sets of 
Model Bye-laws for them, one for production societies and the other 
for servicing societies. 

14. By and large, the most numerous industrial societies in the 
country are the weavers’ co-operatives where production is under¬ 
taken by the society. They conform to the production society pat¬ 
tern which employs its members in their own homes as wage- 
earners. Recently, a few societies where handloom weavers gather 
together and work in a factory run by the society, have been regis¬ 
tered. Metal workers co-operative societies, manufacturing brass 
and copper vessels are usually of the servicing society type, the 
members producing the articles in their own homes on their own 
account, getting facilities from the society in regard to raw materials, 
credit, marketing etc. The two sets of model bye-laws we have 
appended have been framed in such a manner that they can be 
adopted for any industry, be it carpentry, pottery, knitting, basket 
making, leather goods manufacture or the manufacture of motor or 
cycle parts, according as production is undertaken on the society's 
account or on the individual’s account. When production is under¬ 
taken on the society’s account, we consider that State-partnership 
with the society is essential and have provided for it in the Model 
Bye-laws. 

15. Bye-laws of a co-operative consumers’ store. —These societies 
in India are based on the model of the Rochdale Pioneers, which 
has been adopted all the world over for consumers’ societies. They 
conduct retail sales of domestic requirements on a cash basis. The 
prices of the commodities sold are generally in tune with the. market, 
although they may have been purchased wholesale and at produc¬ 
tion centres at cheaper prices. The difference between the pur¬ 
chase-price and the sale-price, after meeting the expenses of run¬ 
ning the institution, is treated as the net profit of the stores, an 
important charge on which is the distribution of bonus on purchases. 



35 


We have provided for these characteristics in the Model Bye-laws. 
For the convenience of those who dislike paying cash everytime they 
make a purchase from the stores, we have provided for their making 
a trade or purchase deposit with the stores against which they may 
make their purchases. In running a cooperative store, special atten¬ 
tion has to be paid to the purchases made by the society and the 
stocks held by it. We have provided for a supervisory committee 
for this purpose and clothed it with powers of over-all supervision 
over the stores in regard to its accounts, cash and stocks. 

16. Bye-laws of a co-operative labour contract society. —The 

labour contract co-operative societies already in existence in the coun¬ 
try take contract work from the Public Works Department or the 
Forest Department or local bodies and other public institutions. 
They undertake such works as the construction of roads, canals, 
bridges and buildings, the clearance of forest-coupes for fuel or the 
collection of minor produce from forests. They consist mostly of 
workers; but as the workers alone will not be able to raise sufficient 
share capital to enable them to execute the contracts, a limited 
number of sympathisers is also admitted into the society to provide 
adequate share capital and the managerial guidance in the initial 
stages. Additional funds required are obtained as loans, chiefly from 
coopertive financing banks. Even so, as payment of bills for works 
executed often gets delayed, these societies have to borrow from the 
co-operative banks in excess of eight times their paid-up capital 
and reserve fund. We have, therefore, provided in the Model Bye¬ 
laws that this maximum limit may be exceeded in respect of loans 
given on the security of bills accepted by Government departments 
and public bodies, whose works have been executed by the society. 
Further, we have provided for the distribution of bonus by the 
society on the remuneration earned by the members from the 
society during the year, in addition to the usual contribution to 
reserve fund, etc. 

17. Bye-laws of a co-operative house-building society. —There are 
various types of co-operative housing societies in the country; co-ope¬ 
rative building societies which merely lend long-term loans to mem¬ 
bers for constructing independent houses of their own; co-operative 
house-construction societies which acquire land, lay out roads, parks, 
etc., plot out sites and construct houses thereon which are sold to 
members on the hire-purchase system; and co-operative townships 
where a new town altogether is built with amenities such as water- 
supply, dFainage, etc., and houses constructed by the society are either 
sold on the hire-purchase system or rented out to members. In addi¬ 
tion, there are housing societies based on the principle of tenant co¬ 
partnership. We have drafted model bye-laws for the simplest and 
most common variety of a housing society, viz., the one which lends 
long-term loans to members to construct houses of their own. But 
we have provided that, in addition, the society may build houses 
for its members as their agent with the funds lent to them. The 
Model Bye-laws also- provide for the society purchasing land itself 
and dividing it and selling it as plots among its members after pro¬ 
viding for common amenities including social, recreational and 
educational activities. If necessary, they may even construct houses 
in the name of the society and rent them out to their members. 
Under the Second Five-Year Plan, Government have provided 
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funds for co-operative housing schemes and a large part of the funds 
may be received from the Government or such authority as may be 
specified by them. It may, however, be necessary for the society to 
accept short-term deposits from members and non-members until 
the Government long-term loans become available. We have made 
necessary provision for this too in the Model Bye-laws. 

18. Bye-laws of a co-operative transport society. —We are aware 
that, in some States, co-operative transport societies have been 
registered for the owners of buses and lorries. These societies are 
not strictly co-operative in character. A transport society ought tc 
consist either of its workers like drivers, cleaners, mechanics etc. 
or of consumers who use the buses or lorries maintained by the 
society. The more common type of motor transport society in India 
is a society of wmrkers who jointly own the buses and lorries and 
run them for their benefit, thus eliminating the capitalist proprie¬ 
tor. Unfortunately, workers by themselves are unable to put up 
sufficient share capital to purchase the vehicles they need. They 
have, therefore, to admit into their society a few sympathisers who 
will contribute sufficient share capital in the initial stages to enable 
the purchase of vehicles with additional funds raised as loans from 
co-operative financing banks. These sympathisers do not derive any 
more financial benefit from the society than a dividend on their 
shares subject to a maximum of 6 per cent, but the worker members 
will get, in addition to that dividend, a bonus based on the remu¬ 
neration drawn by them from the society during the year. We have 
framed the Model Bye-laws to suit this scheme. 



Chapter VI 

ADMINISTRATION OF COOPERATIVE LAW 

1. Role of cooperation in economic planning.— In framing the 

co-operative laws our main consideration has been to ensure that it 
serves as an effective instrument of development of cooperation and 
thereby enables the cooperative societies to undertake their in¬ 
creasingly important role in the development of the country. With 
the acceptance of the socialist pattern of society as the goal of 
economic planning, the building up of a cooperative sector has been 
recognised as one of the central aims of national policy. Accord¬ 
ingly, the Second Five Year Plan has set a target of providing 
Rs. 150 crores as short-term credit, Rs. 50 crores as medium-term 
credit and Rs. 25 crores as long-term credit by 1960-61. Further¬ 
more, a programme for establishing 1900 cooperative marketing 
societies, 350 Central and State warehouses, 35 cooperative sugar 
factories and 118 other processing societies has been adopted. 

2. Powers of the Registrar.—This elaborate programme of co¬ 
operative expansion requires that the movement should be properly 
organised and guided without giving room to the criticism that 
“cooperative societies are registered in haste and liquidated at 
leisure”. For this purpose we have considered it necessary to confer 
all essential powers upon the Registrar of co-operative societies. At 
ihe same time, we recognise that the co-operative movement is 
essentially a democratic one and that nothing should be done which 
will impair its fundamental character. We have, therefore, invested 
the Registrar, in the Model Bill, only with such powers as have 
been found necessary in practice in most of the States and which 
are already embodied, in their Statutes. In fact, we have omitted 
certain powers, which at present are vested in some States in the 
Registrar but which are considered as militating against the popular 
character of the movement, for example, in some States, the Regis¬ 
trar is empowered to compel a society to adopt an amendment of 
the bye-laws, in some other States he can bring about compulsory 
amalgamation of societies, and in some more he has the power to 
remove one or more members of the Boards of Directors of coopera¬ 
tive institutions. We have not incorprated provisions for conferring 
any such powers on the Registrars in the Model Bill. 

3. Need for proper Administration. —The Model Bill. Rules and 
the bye-laws framed by us are obviously intended to serve as a 
broad legal frame-work within which the co-operatives will grow 
and function. It is necessary in this connection to emphasize that 
this frame-work will be effective and useful only if the various 
laws are administered in a proper manner. In the first instance, 
those who are charged with the administration of cooperative laws 
must bear in mind the broader objectives of the movement and 
the context in which development of cooperation is taking place. 
In the second place, the cooperative laws must be administered in 
a manner which combines sympathy, speed and efficiency along 
with due observance of the various provisions of law and the re¬ 
quirements of cooperative principles. 
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4. Stages oi delays. —We do not wish to go into the detailed 
working and administration of the cooperative laws and institutions 
but we have attempted to pin-point here the various stages at which 
it is necessary to supplement cooperative laws by suitable adminis¬ 
trative action. These stages, in relation to primary credit societies, 
are as follows :— 

(A) Organisation. 

(B) Registration. 

CO Affiliation with the Financing Bank. 

(D) Preparation of property (Assets) statements. 

(E) Loan application by the member. 

(F) Sanction of loan by the Financing Bank. 

(G) Disbursement of Loan to the member. 

5. Steps for removing delays.— The following steps need to be 
taken to prevent delays at these stages :— 

(A) Organisation: 

(a) The preliminary work in connection with the organisation 
of a society is that the Supervisor calls a meeting of the people of 
the village, explains to them the objectives of a cooperative orga¬ 
nisation and otherwise satisfies himself that the society is being 
organised on cooperative lines and has chances of success. He is 
required to have the forms filled in his presence and then send the 
papers to the registering authority for registration. Delays in organi¬ 
sation sometimes occur because the Supervisor defers his visit to the 
village to the routine time of his round in that area. It would expedite 
matters if administrative orders could provide that the Supervisor 
should visit the village and complete formalities relating to organisa¬ 
tion of the society within two weeks of the receipt of application for 
organisation of the society. 

(b) Sometimes delays occur because the members are not able 
to obtain with ease copies of model bye-laws of the societies and the 
standard forms required for formation of societies. Usually, the 
forms are available at the offices of the officials of the Cooperative 
Department in the district viz. District Co-operative Officers, Circle 
Officers and Supervisors. It would be advantageous, if copies of 
model bye-laws and the standard forms could be stocked in Junior 
High Schools, Panchayat Offices as well as with Village Level Work¬ 
ers. 

(B) Registration: 

(a) In some States the powers of registration vest only in the 
Registrar and the Deputy Registrars. The result is that the propo¬ 
sals for registration are sent up to the offices of the Deputy Regis¬ 
trar which are usually at the headquarters of the Division. It is 
necessary to give powers of registration to officers of the Cooperative 
Department at the district level. 

It could be provided under administrative orders that the rou¬ 
tine kinds of societies to which standard model bye-laws apply, could 
be registered by the District Cooperative Officers. For the more 
complicated and federal type of societies, papers for registration 
could be sent to the Deputy Registrar or the Registrar as the case 
may be. 
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(,b) Sometimes delays occur in the registration of credit socie¬ 
ties, because the Central Banks take a long time in communicating 
their consent to the registration of the society, which is required 
in some States. Administrative orders should provide that the con¬ 
sent of the bank for registration should be given expeditiously pre¬ 
ferably within two weeks of receipt of application from the society. 

(c) In order to avoid delays at the office of the registering officer 
it should be provided under administrative orders that the registra¬ 
tion certificate should be issued within a week of the receipt of the 
consent from the bank. 

Thus it should be possible to provide under administrative 
orders that the Supervisor, who initially receives the application 
for organisation of a society should visit the village and complete 
the papers relating to formal proposals within 15 days of the receipt 
of the application, see his way to obtaining the consent of the Cen¬ 
tral Bank as expeditiously as possible and send his report of 
organisation along with the bank’s consent complete in all res¬ 
pects within two weeks (from the date of his visit to the village) 
to the District Cooperative Officer. The District Cooperative Officer 
should complete the registration within a week. In this way it. 
should be possible to register a society within 5 weeks of the receipt 
of application for organisation of a society. Administrative orders 
should also provide that wherever papers are found to be deficient 
in one respect or other, it should be the responsibility of the Super¬ 
visor or the District Cooperative Officer, whoever may be handling 
these papers, to contact the persons concerned and have the neces¬ 
sary particulars filled in his presence and not leave matters to 
routine correspondence. 

In order that the Registrar may keep himself posted with the 
latest progress of registration and check up whether there have 
been any delays in this matter, there should be a column in the 
monthly progress report from each district indicating the number 
of proposals for registration pending, with the date of the oldest 
case and the reasons of delay in each case. The District Coopera¬ 
tive Officer should also circulate a monthly review of progress and 
performance about the field staff under him. 

(C) Affiliation with the Bank : 

Since a society becomes eligible for loan from the Central 
Bank only after it has been duly affiliated to it, it is necessary to 
provide under administrative orders that the affiliation of the 
society with the bank is effective without delay. In States where 
the consent of the Central Bank to the registration of a society is 
a condition precedent to its registration, it should be insisted upon 
that the amount of share capital collected at the time of the organi¬ 
sation of a society should be deposited immediately with the Central 
Bank under suspense account in the name of the proposed society. 
This will make affiliation just a formal affair. 

In States where consent of the Central Bank is not required, 
administrative orders should provide that the amount of share capi¬ 
tal collected at the time of registration should be deposited imme¬ 
diately after collection under suspense account in the name of the 
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proposed society and also that the Central Banks should complete 
affiliation of society within a week of the receipt of the application 
for affiliation. It shall be the specific responsibility of the District 
Cooperative Officer to inform the Central Bank concerned about 
the registration of the society and to ensure that the society on 
registration, applies to the Central Bank for affiliation at its next 
general meeting which should be called as early as possible. The 
provision for affiliation can also be made in the application for 
registration. 

(D) Preparation of Property ( Assets ) Statements: 

In some States, delays in preparation of property (assets) state¬ 
ments occur because the papers are routed through a number 
of agencies—the Supervisor prepares the assets statements, the 
Lekhpal (Patwari) verifies them, the Circle Officer (Cooperative 
Inspector) forwards them to the District Cooperative Officer and 
the District Cooperative Officer sends them to the bank. It should 
not be necessary to have the papers verified by the Lekhpal because 
the Supervisor prepares his statements on the basis of extracts of 
land-records filed by the members. It is also not necessary that the 
papers should pass through the District Cooperative Officer. Thus, 
two stages could conveniently be eliminated, where all these agen¬ 
cies intervene between the society and the bank. 

The basis for preparation of property statement of members 
in some States is fairly complicated and cumbersome. In view of 
the fact that credit is" now to be related to production needs of 
members, it would be desirable to fix the maximum borrowing 
limit of a society with reference to the requirements of finance of 
all its members, based on acreage of land to be cultivated by them 
during the sowing season and the scale of finance fixed for different 
crops. 

(E) Loan Application : 

Loan applications of the society containing consolidated de¬ 
mands of its members are sent by the Secretary of the society to 
the Supervisor, who forwards them to the Central Bank with his 
recommendations. In some States these applications are sent 
through Cooperative Inspectors. 

In view of the fact that supervision in most States would now 
be a function of the Central Banks, it should be sufficient to send 
the applications either direct or through the Supervisor. Thus one 
or more agencies at this stage could be eliminated. In order that 
delays do not occur at this stage, it should be provided that the 
scrutiny of the loan application by the Supervisor should not take 
more than one week. 

(F) Sanction of Loan by the Central Bank : 

(a) Central Banks sometimes take a long time in sanctioning 
loans. Administrative orders should provide that the Central Bank 
should sanction loans as expeditiously as possible, preferably within 
two weeks of receipt of papers from the Supervisor or the society. 



(b) It would be a good practice if Central Banks sanciion a part 
of the loan immediately on receipt of application without awaiting 
full scrutiny. The amount can be recouped from the amount 
subsequently sanctioned. It would facilitate the withdrawal of funds 
well in time by the cultivators. The remainder of the loans could 
be passed on after formal scrutiny. It should be possible to adopt 
this procedure at least in the case of good and larger sized societies. 
Detailed scrutiny should not be necessary in the case of ‘A’ class 
societies and the Central Banks should sanction the loan on receipt 
of formal application from the society on the basis of sanctions 
issued in the previous year. 


(G) Disbursement of Loan : 

Delays in disbursement take place mostly in case of societies 
which are situated far away from the headquarters of the bank or 
its branches; for disbursements are, in some States, made at the 
headquarters of the Central Bank or its branches to the Sarpanchas. 
The Central Banks generally do not have branches in the interior. 
It would be useful if Central Banks could make arrangements with 
the State Bank of India, Urban Cooperative Banks or other commer¬ 
cial banks for remittance of money to the Sarpanchas at places 
where such banks have their branches and where the Cooperative 
Banks do not have the branches. 

What is more important is that loans are actually distributed to 
members well in time ie„ at least 6 weeks before the commencement 
of the sowing season. Administrative orders should therefore provide 
for definite date limits for every ‘fasal’ (crop season) of the vear 
by which (1) loan applications are prepared by the society, (2) they 
are sent by the society or the Supervisor to the'Central Bank, (3) they 
are sanctioned by the Central Bank and {4* actual disbursement 
takes place to members. 

What has been stated in respect of primary credit societies would 
apply to larger-sized societies also. The observations made above will, 
with suitable modifications, apply to other kinds of societies, also. 


(H) Delays in Arbitration and Liquidation : 


It is suggested that where there are large number of arbitral ion 
cases or liquidation cases, a special officer should be appointed for 
their disposal. It is necessary that the monthly progress report 
from the District Cooperative Officer to the Registrar contains in¬ 
formation about the number of pending arbitration and liquidation 
cases at the end o’f the month along with dates of the oldest cases 
and the reasons for the delay. 

6. Trained and Efficient Staff. —The prompt and proper execution 
of various administrative orders suggested by us in the preceding 
paragraphs and the implementation of the various provisions of 
the Cooperative Law would require a trained,, efficient and adequate 
staff. Hence it will be necessary to ensure that along with the 
legislation on the lines suggested by us, simultaneous action is taken 
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to strengthen the Cooperative Department and train its personnel 
for, in the ultimate analysis it is not the law that matters as much 
as the men behind it. 

New Delhi; 

May 26th, 1957. 


S. T. RAJA—Chairman. 
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S. K. HIRANANDANI—Member. 
K. SUBRAHMANYAN NAIDU—Member. 
A. PALANIAPPA MUDLIAR—Member. 

S. S. PURI—Member. 
M. D. VIDWANS—Member. 
M. P. BHARGAVA—Member/Secretary. 



SUMMARY OF THE PROVISIONS IN THE MODEL 

CO-OPERATIVE SOCIETIES BILL AND THE MODEL 

RULES 

I. Model Co-operative Societies Bill 

The following are the important provisions in the Model Co-opera¬ 
tive Societies Bill. 

(1) The State Government may appoint a person to be the Regis¬ 
trar of co-operative societies for the State and may appoint other 
persons to assist him and confer on such persons all or any of the 
powers of the Registrar. The persons appointed to assist the Registrar 
shall exercise the powers conferred on them subject to the general 
superintendence and control of the Registrar. 

(2) A co-operative credit society consisting mainly of agricul¬ 
turists shall be registered with unlimited liability, unless otherwise 
directed by the State Government. 

(3) For registration as a co-operative society, the objects of the 
society must not only comply with the provisions of the Act and the 
rules, but should also be consistent with co-operative principles and 
with the principles of social justice. The society must also satisfy 
the requirements of sound business and have a reasonable chance of 
success. 

(4) A society may, by an amendment of its bye-laws, change the 
form or extent of its liability, provided that the members and credi¬ 
tors of the society are given an opportunity to withdraw their shares 
or deposits in the society. 

(5) In registering an amendment to the bye-laws of a co-operative 
society, the Registrar is to be satisfied that the proposed amendment 
is not contrary to the provisions of the Act and the rules and is not 
inconsistent with the principles of social justice. 

(6) A society may transfer its assets and liabilities, in whole or 
in part, to any other co-operative society or divide itself into two 
or more co-operative societies. Such amalgamation or division, how¬ 
ever, can be effected after giving the members and creditors of the 
societies concerned an opportunity to withdraw their shares or 
deposits in them. 

(7) A co-operative society shall admit as members only indivi¬ 
duals who are competent to contract, any other co-operative society 
and the State Government. A society may also admit an individual 
as ‘nominal’ or ‘associate’ member. A nominal member shall not be 
entitled to any share in the assets or profits of the society. 

(8) Every member of a co-operative society shall have one vote 
in the affairs of the society. But where the Government is a member 
of the society, each person nominated by the State Government or 
the Committee of the society shall have one vote. Voting by proxy 
will not be allowed. 

(9) An individual member may hold shares in a co-operative 

society not exceeding rupees five thousand. The State Government 
may, by notification in the Official Gazette, fix a higher maximum in 
special cases. 
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(10) A minor, or a person of an unsound mind, may acquire, by 

Inheritance or otherwise, the shares of a deceased member in a co¬ 
operative society. 

(11) The liability of the past member or the estate of a deceased 
member for the debts of a society shall continue for a period of two 
years from the date of his ceasing to be a member. 

(12) A society shall convene at least once a year an annual 
general meeting for the approval of the programme of its activities 
for the coming year, for the election of the members of the Com¬ 
mittee. for the amendment of bye-laws etc. 

(13) The State Government shall have the right to nominate 
not more than three members or one-third of the total number 
of members of the Committee of a co-operative society, whichever 
is less, where the Government has subscribed to its share capital 
directly or indirectly or has guaranteed debentures issued by it or 
has guaranteed the repayment of loans advanced to it. 

(14) The Register may supersede the Committee of a co-opera¬ 
tive society, if he is satisfied that it is persistently negligent in the 
performance of the duties imposed on it by the Act and the bye¬ 
laws. Before removing the Committee, the Register will give an 
opportunity to it of being heard. In place of the Committee re¬ 
moved, the Registrar may appoint a new Committee consisting of 
one or more members of the society or appoint an Administrator 
who may not be a member of the society. 

(15) The new Committee of a co-operative society, an Adminis¬ 
trator or a liquidator may apply to a magistrate for securing records 
and property of the society which may have been withheld by the 
outgoing Committee. 

(16) Any debt owing to a co-operative society by a member shall 
be a first charge upon the crops and other agricultural produce, 
cattle, fodder for cattle, agricultural or industrial implements, raw 
materials for manufacture and finished products belonging to a 
member. A member shall not transfer any property which is subject 
to a first charge of the society, except with its permission in writing. 
Any transfer of property made in contravention of these provisions 
will be void. The first charge shall be available as against a claim 
of the Government arising from any loans granted to a member 
under the Land Improvement Loans Act, 1383 or the Agriculturists 
Loans Act. 1884. after the grant of loans to him by the society. 

(17) A member of a co-operative society may execute an agree¬ 
ment in favour of a society authorising his employer to deduct from 
his salary such amount as may be specified in the agreement and 
pay the'amount so deducted towards the repayment of the loan 
taken by him from the society. 

(18) In addition to exemption from the income-tax, registration 
and other fees which the co-operative societies at present enjoy, the 
State Government may exempt any class of co-operative societies 
from taxes on agricultural income, on sale or purchase of goods and 
on professions, trades, callings and employments. 
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(19) It shall be the duty of the State Government to encourage 
and promote the Co-operative Movement in the State. The State 
Government may subscribe directly to the share capital of a co¬ 
operative society. It shall, however, not be entitled to a dividend 
at a rate higher than that at which such dividend is payable to any 
other shareholder of the society. 

• 

(20) The State Government may contribute indirectly to the 
share capital of a co-operative society. For this purpose, it may pro¬ 
vide moneys to an apex society which shall credit them to a fund 
to be called the ‘Principal State Partnership Fund’. The Fund is to 
be utilised by the apex society for directly purchasing shares in its 
own name in central co-operative societies affiliated to it or in pro¬ 
viding moneys to a central co-operative society to enable the latter 
to purchase shares in primary co-operative societies. The moneys 
received by the central society out of the ‘Principal State Partner¬ 
ship Fund’ will be credited by it to a ‘Subsidiary State Partnership 
Fund’. 

(21) Every purchase of shares out of the moneys in the ‘Principal 
State Partnership Fund’ or a ‘Subsidiary State Partnership Fund’ 
shall be made only with the previous approval in writing of the 
State Government. The liability in respect of shares purchased out 
of the Funds mentioned above will be limited to the amount paid in 
respect of such shares. If a central co-operative society in which 
shares are purchased from the ‘Principal State Partnership Fund’ or 
a primary co-operative society in which shares are purchased from 
a ‘subsidiary State Partnership Fund’ is liquidated, the State Gov¬ 
ernment shall not have any claim against the apex society in res¬ 
pect of any loss arising from such purchases. All moneys to the 
credit of the ‘Principal or Subsidiary State Partnership Funds’ shall 
not form part of the assets of the apex or central societies. The State 
Government may enter into an agreement with an apex society set¬ 
ting out the terms and conditions on which it shall provide moneys 
to the apex society for the purchase of shares in central societies or 
for the purposes of providing moneys by it to central societies to 
enable them to purchase shares in primary societies. 

(22) The State Government may assist co-operative societies by 
giving them loans and advances, by guaranteeing debentures issued 
by a society, by guaranteeing loans advanced to a co-operative so¬ 
ciety, or by giving subsidies. 

(23) Out of the net profits in a year, a co-operative society shall 
transfer an amount which is not less than twenty-five per cent, of 
the profits to the reserve fund. It shall also contribute to the Co¬ 
operative Education Fund at a rate prescribed in the rules. The 
balance of the net profits may be utilised by it in payment of divi¬ 
dend, in payment of bonus to members in proportion to the amount 
or volume of business done by them with the society, in payment of 
bonus to employees, in creation of funds etc. 

(24) A co-operative society may create a provident fund for the 
benefit of its employees. The provident fund shall not form part of 
the assets of the society. 

(25) The Registrar may inspect the books of a co-operative so¬ 
ciety on his own motion. 

4—2 M. of F. & A./57 
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(26) If in the course of an audit, inquiry or inspection, it is 
found that a person who was entrusted with the management of a 
society, has made any payment contrary to the Act, the rules and 
the bye-laws, or has caused any loss to the society by breach of trust 
or by gross negligence, the Registrar may, after an enquiry into the 
conduct of the person, order him to restore the money or the pro¬ 
perty. 

(27) A dispute touching the constitution, management or the 
business of a co-operative society shall be referred to the Registrar 
and no court will have jurisdiction to enter any suit or other pro¬ 
ceedings in respect of such disputes. The disputes may be decided 
by the Registrar himself or may be transferred to another person 
who has been invested by the State Government with powers in that 
behalf, or to one arbitrator. 

(28) Before cancelling the registration of a co-operative society, 
the Registrar may order the society to be wound up and may appoint 
a liquidator for the purpose. On his appointment, a liquidator will 
take into his custody all the property belonging to the society. The 
liquidator shall continue to have the custody or control of the pro¬ 
perty of the society during the period of appeal, and even when an 
appeal is preferred, until it is decided. If the appeal is rejected 
the liquidator will proceed with the liquidation proceedings. 

(29) The State Government may appoint the Registrar or any 
other person to act as trustee for the purpose of facilitating the work¬ 
ing of co-operative land mortgage banks. 

(30) The debentures issued by a State Co-operative Land Mort¬ 
gage Bank shall carry the guarantee of the State Government as to 
the repayment of principal and payment of interest. 

(31) The State Government may guarantee for any specified 
period, the repayment of a loan granted by a land mortgage bank 
in excess of the amount to which a borrower is entitled on the basis 
of the value of the land determined in accordance with the stan¬ 
dards of valuation in force, provided the loan is for the development 
and improvement of land. 

(32) A mortgage in favour of a land mortgage bank will have 
priority over any claim of the Government arising from loans under 
the Land Improvement Loans Act, 1883 or the Agriculturists Loans 
Act, 1884. 

(33) A mortgage executed in favour of a primary land mort¬ 
gage bank will stand automatically vested in the State Co-operative 
Land Mortgage Bank. 

(34) If an instalment payable in respect of a loan made by a 
land mortgage bank remains unpaid, the Registrar, may, on the 
application of the land mortgage bank, direct the recovery of the 
amount due by distraint and sale of the produce of the mortgaged 
property. Similarly, the Register shall have the power to bring 
the mortgaged property for sale without the intervention of the 
court, in satisfaction of the debts due by the member to a land mort¬ 
gage bank. 



47 


(35) The Registrar, or any person subordinate to him expowered 
by the Registrar in this behalf may, on the application of a co-opera¬ 
tive society, make an order directing the payment on any debt due 
to the society by selling the property subject to a first charge. 

(36) The orders of the Registrar for the recovery of moneys, 
the awards of arbitrators and orders of the Tribunal shall be exe¬ 
cuted by the civil court, by the Collector, or by the Registrar or any 
person authorised by him. 

(37) The Registrar may direct the attachment of the property of 
a person before judgment, if he is satisfied that the person, with the 
intention of delaying the enforcement of an order or an award, is 
likely to remove the property from the jurisdiction of the Registrar. 

(38) The State Government shall constitute a Tribunal consist¬ 
ing of not more than three members. Any person agrieved by the 
decision of the Registrar, or an award of an arbitrator, given in the 
settlement of a dispute, may appeal to the Tribunal. 

(39) An appeal against the orders of the Registrar in certain 
cases shall lie to the State Government and against orders passed 
by any person other than the Registrar, to the Registrar. 

(40) No civil or revenue court will have jurisdiction in respect 
of matters connected with the registration of a co-operative society 
or its bye-laws, the removal of the Committee, the winding up of a 
society or any dispute required to be referred to the Registrar. 

II. Model Rules 

The following are the important provisions made in the Model 
Rules. 

(1) The bye-laws of a co-operative society shall provide for cer¬ 
tain matters_ essential for its organisation and management, such 
as the objects of the society, the nature and extent of the liability 
of the members, the extent to which the society may borrow funds, 
the purposes for which the funds may be applied for, etc. In addi¬ 
tion to these, the bye-laws may also make provision in regard to mat¬ 
ters which are incidental to the oraginsation of the society the 
management of its business such as, for instance, the method of 
recruitment and the conditions of service of the salaried employees 
etc. 

(2) An amendment of the bye-laws of a co-operative society shall 
be made by a resolution passed by a two-thirds majority of the mem¬ 
bers present and voting. 

(3) A person shall not become a member of two primary credit 
societies. 

(4) The chairman of a meeting of a co-operative society shall 
have a second or casting vote. 

(5) A defaulting member shall not be appointed to represent a 
society in another co-operative society. 

(6) For the purpose of election of members of its Committee, 
a co-operative society may divide its membership into different 
groups on a territorial or any other basis. The bye-laws may also 
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specify the number of proportion of the members of the Committee 
who may be elected to represent each such group on the Committee 
and may specify further that, the representatives may be elected by 
all the members of the society or by only that particular group of 
members to which such representatives belong. 

(7) A .co-operative society shall not appoint any person as its 
paid officer or employee in any category of service, unless he pos¬ 
sesses such qualifications and furnishes such security as may be 
specified by the Registrar. 

(8) Every co-operative society shall contribute an amount, not 
exceeding five per cent, of its net profits in an year, to the Co-opera¬ 
tive Education Fund which will be administered by the State Co¬ 
operative Union and if there is no such Union, by a committee ap¬ 
pointed by the Registrar. 

(9) The reserve fund of a co-operative society shall be indivi¬ 
sible and no member shall have a claim to any share in it. It shall 
not be withdrawn without the permission of the Registrar previously 
obtained in writing. Unless otherwise permitted by the Registrar, 
the reserve fund shall not be invested by the society in its business. 

(10) A co-operative society shall not receive deposits and loans 
from members or non-members exceeding the limit fixed by the 
Registrar for that society. However, a co-operative society which 
accepts deposits from members only and has no other outside liabi¬ 
lity, may accept such deposits in excess of the limit fixed by the Re¬ 
gistrar, provided, however, that the excess amount is invested outside 
the business of the society. 

(11) A co-operative society accepting deposits and granting cash 
credits shall maintain fluid resources in such form and according 
to such standards as may be fixed by the Registrar. 

(12) Every co-operative society shall pay to the State Govern¬ 
ment a fee for the audit of its accounts in accordance with the scale 
fixed by the Registrar with the previous approval of the State Gov¬ 
ernment. 

(13) No person shall be qualified to be a member of the Tribunal, 
unless he is a district judge or has exercised the powers of a dis¬ 
trict judge or is an advocate of at least ten years standing, or is 
a law-graduate having considerable experience of the Co-operative 
Movement. 

(14) The Registrar may direct a co-operative society to get its 
accounts written up to any date in such form and within such time 
las he may direct. In case of failure by the society to do so, the 
Registrar may get the accounts written up by a person deputed by 
him for the purpose and may recover the cost thereof from the 
society. 

(15) Every co-operative society shall furnish to the Registrar 
every year a receipt and disbursement statement, a profit and loss 
account, a balance sheet and any other returns specified by him. In 
case the society fails to do so, the Registrar may depute a person 
to get the returns and recover the cost thereof from the society. 
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No. 5-8/56-Coop. I 
GOVERNMENT OF INDIA 
MINISTRY OF FOOD AND AGRICULTURE 
New Delhi , the 6th June, 1956. 


RESOLUTION 

1. Co-operative Legislation in India had its origin in the problem of 
rural indebtedness and of bringing credit facilities within the reach of agri¬ 
culturists on reasonable terms. The first Co-operative Credit Societies Act 
was enacted in 1904 but was soon replaced by a more comprehensive legis¬ 
lation passed in 1912 known as “The Co-operative Societies Act, 1912”. Fol¬ 
lowing the recommendation made in the Maclagan Committee Report, and 
on “Co-operation” becoming a Provincial Transferred subject, some States, 
took steps to have their own co-operative legislation which has been amended 
from time to time in the light of experience gained and difficulties encounter¬ 
ed. In some other States, the co-operative movement, is still governed by the 
All India Co-operative Societies Act, 1912. 


2. The Co-operative movement is on the threshold of large scale expan¬ 
sion. Economic development of the country along democratic lines offers a 
vast field for the application of co-operative principles in its infinitely varying 
forms. The Rural Credit Survey Committee, has advocated the need for the 
re-organisation of co-operative institutions on the basis of State partnership, 
etc. Far reaching changes are likely to come about in the Co-operative struc¬ 
ture. The existing legislation to co-operative societies has, therefore, to be 
examined in the light of these developments with a view to simplifying, 
rationalising and modernising the existing laws. It is necessary to lay down 
simple and expeditious procedure for registration and regulation of the co¬ 
operative societies. 

3. The Government of India, therefore, have decided to set up a Com¬ 
mittee, with a view to evolving a simple model of legislation to govern the 
working of co-operative societies. 

4. The Committee will consist of the following : — 

1. Shri S. T. Raja, Bar-at-law Joint Secretary, Ministry of Food and Agri¬ 

culture, Government of India, New Delhi 
( Chairman ) 

2. Shri S. K. Piranadani, Additional Draftsman, Ministary of Law 

( Member) 


3. Shri J. C. Ryan, IAS., (Retd) 

4. Shri Subramanian Nayudu, IAS. 


Chief officer, Agri. Credit Department, Reserve 
Bank of India Bombay. ( Member ) 

Registrar, Co-operative Societies, Andhra. 
{Member) 


5. Shri S. S. Puri, IAS. 

6. Shri M. P. Bhargava, 


Deputy Registrar, Co-operative Societies 
Punjab. ( Member) 

Co-operation Adviser, Ministry of Food and 
Agriculture , New Delhi. (Member Secertary) 
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The Committee shall have the power to co-opt an expert or a specialist 
in co-operation or co-operative law or a representative of a State Govern¬ 
ment for considering any special matter or any law relating to that State 
Government. Such co-option may be made for such time as it is considered 
necessary. 

5. The terms of reference of the Committee shall be :— 

(a) To review the existing Co-operative legislation and to make recom¬ 
mendations for a simple legislative measure generally suited to the 
whole country to facilitate co-ordinated progress of the country; 

(d) To prepare standard sets of bye-laws which would facilitate the 
Survey Report, the modification necessary in the Co-operative Socie¬ 
ties Act and Rules for giving effect to the concept of State partner¬ 
ship in share capital and State participation in management of co¬ 
operative societies; 

(c) To examine the existing provisions relating to various types of co¬ 
operative societies listed below to suggest if any modifications are 
required in the Act, Rules as well as bye-laws so that these socie¬ 
ties may be able to play an increasingly important role in the econo¬ 
mic development of the country. 

(i) Credit. 

(ii) Marketing. 

(iii) Processing. 

(iv) Irrigation. 

(v) Dairying. 

(vi) Farming. 

(vii) Small scale and Village and others Industries. 

(viii) Consumers. 

(ix) Labour contract Construction & Housing. 

(x) Transport, etc; 

(d) To prepare standard sets of bye-laws which would facilitate the 
proper and smooth establishment and working of the new types of 
societies which are sought to be encouraged under the changed econo¬ 
mic and social policy; and 

(e) To consider other related matters. 

6. The Committee will meet as frequently as necessary in Delhi or at 
any other suitable place and will submit its report within 6 months from the 
date of appointment. 

ORDERED that a copy of the Resolution be communicated to all State 
Governments, all Ministries and Departments of Government of India, Cabinet 
Secretariat, Prime Minister’s Secretariat and Planning Commission. 

ORDERED also that it be published in the Gazette of India. 

S. T. RAJA, 

Joint Secretary to the Govt, of India. 



APPENDIX II 

QUESTIONNAIRE ON CO-OPERATIVE LAW 

I. General 

(a) What is the law relating to co-operative societies in force in your 
State? Give the name and year of such law. 

(b) Have any rules been framed under such law? 

(c) Have model bye-laws been framed for different types of co-operative 

societies? Please list the types of co-operative societies for which 
such bye-laws have been framed. 

(d) Are there any types of co-operative societies for which no model bye¬ 
laws have been framed? Please list them. 

*(e) Please furnish 6 copies each of the laws, the rules and the bye-laws. 

II. Preamble or the scope of the law 

In view of the objectives of the Second Five Year Plan and the plans 
for development of the co-operative movement thereunder, do you consider 
any change necessary in the preamble to the law relating to co-operative socie¬ 
ties, in force in your State? If so, please indicate the lines on which this 
change should be made. 

III. Recommendations of the Rural Credit Survey Committee Report 

(1) State Partnership: 

(a) Does your law provide for State partnership i.e. the State taking 
shares in co-operative societies? Please quote the relevant provision. If not, 
what modifications would you suggest? 

(b) What changes, if any, would be necessary in your law: — 

(i) If the State partnership is to be direct at the primary, district and 
State levels, and; 

(ii) If the State partnership is to be indirect i.e. through the apex or 
central co-operative institutions. 

(2) State participation : 

(a) Does your law provide for the nomination of directors by the State 
Government on the Board of Management of co-operative societies? If so, 
please cite the relevant provisions and suggest changes, if any, in this regard. 

(b) What provisions, if any, exist in your law, regarding the appointment 
of Managers, Secretaries and other Executive Officers of co-operative societies 
by the State Government? Do you consider these provisions satisfactory? If 
not, what changes would you suggest therein? 

(c) Does your law provide for policy directives, veto, and similar special 
rights to be exercised by the directors nominated by the State Government? 
If so, please cite the relevant provision. Do you consider these provisions 
satisfactory? If not, what changes do you propose therein? 

(3) Large Sized Credit Societies : 

(a) Does your law permit the registration of a large sized rural credit 
society with limited liability? If not, what amendments will be required? 

(b) Does your law provide for the change over from unlimited to limited 
liability, where necessary? If not, what changes would you suggest? 

(c) Does your law restrict the area of operation of a primary agricultural 
credit society to a single village? If so,’ what amendments are necessary 
in .order to widen the area of its operation? 

‘Only for State Government. 
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(d) Does your law provide lor the amalgamation of small credit socie¬ 
ties into large credit societies? If so, is any change necessary for simplifying 
the procedure? If there is no such provision, what changes would you sug¬ 
gest for facilitating such amalgamation? What provision, if any, exists in 
your law which requires a member borrowing from a credit society to sell his 
produce through marketing society to which the credit society is affiliated? 
Do you consider the existing provision in this regard satisfactory? If not, 
what provision would you suggest? 

(e) The Rural Credit Survey Committee has recommended that “while 
credit societies should not ordinarily attempt mortgage finance, they should 
be enabled to have a statutory charge on the crop for the seasonal finance 
given to buttress personal security”. Does your law provide for such a 
charge? If not, what amendments would you suggest? 

(f) If there is any such provision, do you find it effective in practice? 

If not, what steps would you suggest for ensuring an effective charge on the 
produce of the borrowing member? 

(4) Central Co-operative Banks : 

To enable the amalgamation of central co-operative banks or central 
co-operative financing agencies, where necessary, what modifications, if any, 
would you suggest in your law? [vide question 3(d)]. 

(5) Land Mortgage Banks : 

(a) Is there a separate Act governing land mortgage banks in your State? 
If not, do you consider it necessary to have a separate law on the subject 
and why? 

(b) If a separate legislation is considered necessary, what specific matters 
should it deal with? 

(c) If separate legislation is not considered necessary, what additions 
would you suggest in this connection in your law? 

(6) Co-operative Marketing Societies : 

(a) What are the provisions, if any, in your law requiring the members 
of a marketing society to sell their agricultural produce through the society 
and if they fail to do so, is there any provision for a penalty? 

(b) Does your law provide for the marketing societies undertaking pro¬ 
cessing as well? If not, what modifications would you suggest? 

(c) Does your law enable a marketing society to function as a licensed 
warehouseman in respect of agricultural produce under the Warehousing Act, 
if any, of your State? 

(7) Co-operative Processing Societies: 

(a) Does your law provide for confining the membership co-operative 
processing societies to primary producers or the co-operative societies of such 
producers? If others are admitted, what are the provisions, if any, for res¬ 
tricting their number, voting rights etc. and for the retirement of their share 
capital. 

(b) What are the provisions, if any, in your law regarding the participa¬ 
tion of the workers of co-operative processing plants, in the share capital 
and management of the processing society ? 

(8) Registration : 


Appointment of Registrar and other officers, (a) Are the provisions in 
your law regarding the appointment of the Registrar of co-operative societies, 
the appointment of persons to assist the Registrar, and the conferment of all 
or any of the powers of the Registrar op any such person, satisfactory ? If 
such provisions are not satisfactory, what modifications would you sugges 
therein ? 
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(b) Do you consider the procedure laid down under your law for the 
registration and amendment of the bye-laws of a co-operative society satisfac¬ 
tory? If not, what amendments would you suggest? 

<9) Membership : 

(a) Are there any restrictions regarding the membership of co-operative 
societies in your law which, in your view, hamper the extension of the bene¬ 
fits of co-operation to small and medium cultivators and small artisans? If 
so, what are these restrictions and what suggestions would you offer regard¬ 
ing their removal? 

(a-i) Does your law debar employees of co-operative societies from be¬ 
coming members of the society? 

(b) In particular, would you consider it desirable that a provision 
should be made in the law for an appeal by a person who has been refused 
membership in a primary co-operative society to a higher authority against 
such refusal? If so, to whom should such appeal lie, and what should be 
the procedure for its consideration and disposal? 

(c) Do you consider that the provision that members should be persons 
above the age of eighteen years should be relaxed in the case of co-operative 
societies expected to cater to the needs of students ? If so, what form should 
this exemption take ? 

(d) Do you consider that there should be a provision for compelling the 
residents of a village or group of villages to join a co-operative society, e.g. 
•one engaged in any scheme relating to consolidation of holdings, farming, 
irrigation, etc., if a large majority of others concerned with the scheme have 
joined as members. If so, what legal provision would you suggest for the 
purpose? If there is any existing provision in this regard in your law, please 
cite such provision. 

(e) Do you consider that individual members should be eliminated from, 
or their numbers restricted, in the case of federal institutions such as apex 
co-operative banks, central co-operative banks etc. ? If so, what legal provi¬ 
sion would you suggest for that purpose? 

(f) Does your law specifically provide that each member of a society 
shall have only one vote? 

(f-i) Does your law permit enlistment of any categories of members with¬ 
out votes? If so, enumerate the categories, their rights and liabilities. If not, 
•do you consider such provision necessary? 

(g) Does your law provide for the voting rights of members being exer¬ 
cised by proxy? Do you consider it desirable to prevent or restrict such vot¬ 
ing? If so, what legal provision would you suggest? 

(10) Properties and Funds: 

(a) Does your law provide for collection of share money in instalments 
in primary society, where necessary? 

(b) Does your law restrict the grant_ of loans by co-operative societies to 
members only? Is there a provision for exceptions being made with the special 
sanction of the Registrar? 

(c) Does your law provide for loans being given to non-members on the 
security of their deposits? 

(d) Does your Act provide for a maximum credit limit being fixed for 
the borrowings of a society? If so, what is the provision? 

(e) Is the borrowing limit of a member of a primary or federal society 
related to the value of shares held by such member in the lending society? 
If so, what is the proportion of the loan to the paid up value of the share? 
What changes, if any, are necessary in this behalf? 

(f) Does your law provide that the reserve fund of any co-operative 
society should be invested in any particular manner? If so, what is the 
provision? 
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(g) Does your Act prohibit the division of the funds of a co-operative- 
society otherwise than in the manner provided in the Act? 

(h) Does your law regulate the distribution of profits? Do you consider 
the provisions in this regard satisfactory? Would you suggest any change in 
the allocation of profits for ‘Reserve Fund’ Common Good Fund, or any 
other funds? If so to what extent? 

(i) Does your law provide for the payment of remuneration or honora¬ 
rium to any of the members of the committee for clerical work or for any 
specific service? 

(j) Does your law provide for obligatory contributions to the State Co¬ 
operative Union every year for purposes of co-operative education? If so, 
at what scale? What changes, if any, do you consider necessary in the 
present position? 

(11) Audit: 

(i) Does your law provide for the audit of accounts of every co-operative 
society once at least in every year? How often are these accounts audited in 
practise in respect of (a) Primary societies (b) Central societies and (c) Apex 
Societies? What change, if any, do you consider necessary for expeditious and 
satisfactory audit arrangements ? 

(ii) Is there a provision for the levy of audit fees on co-operative society ? 
If so, what types of societies are assessed to audit fees and on what scale ? Do 
you consider that the audit fee should be levied on the basis of (a) time spent 
on audit or (b) volume of transactions or (c) amount of profit earned or (d) 
any other basis ? 

(iii) On whom is the statutory responsibility for audit fixed under your 
law? If it is not fixed on the Registrar, who else is responsible for it and 
since when? In that case do you consider it desirable that audit should be 
kept outside of the purview of the Registrar ? If so, please give reasons. 

(12) Supervision: 

(a) Does your law provide for the supervision of co-operative societies 
by any particular agency? If so. what are the agencies? What changes, if any, 
do you suggest for ensuring efficient supervision of primary credit societies 
under the supervision of co-operative financing Banks? 

(b) What is the provision in your law for the levy of supervision fees? 
What is the scale of supervision fees and who is responsible for collecting 
them? What modifications, if any, would you suggest in your law? 

(13) Inquiry and Inspection: 

(i) Does your Act provide for an inquiry into the affairs of any society 
•by the Registrar or his nominee either on his own motion or at the request 
of a specific number of members of the society? Do you consider these pro¬ 
visions satisfactory? If not, what changes would you suggest? 

(ii) Does your law provide for an inspection of the books of a co-opera¬ 
tive society on the request of a financing bank? 

(14) Supersession of the Managing Committee: 

Does your Act provide for the supersession of the managing committee 
of a co-operative society if it is not functioning properly? If so, in what 
circumstances, for what period and by whom? Do you consider the provi¬ 
sion and procedure satisfactory? If not, what modification would you sug¬ 
gest? 


(15) Dissolution: 

(i) Is the existing provision in your law for the dissolution of a society 
satisfactory ? If not, what amendments would you suggest thereto. 
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(ii) What suggestions would you make in order to expedite liquidation 
proceedings and to make them more effective? Does your law need any change 
in this behalf? If so, what? 

(16) Surcharge : 

Does your law provide for surcharging any person who has taken part 
in the organisation or management of a society? If so, in what circum¬ 
stances? Please state the relevant provisions. Do you consider these provi¬ 
sions satisfactory? If not, what improvements would you suggest therein? 

(17) Arbitration: 

(i) Do you consider the existing provision in your law for the settlement 
of disputes by arbitration satisfactory? If not, what improvements would you 
suggest? 

(ii) Is .there any provision for appeals against an arbitrator’s award? 
If so, in what circumstances, to whom and within what time? Would you 
suggest any alterations in these provisions? 

(iii) Does your law provide for attachment of the properties of a defaulter 
before the award is made? 

(iv) Does your law provide for the passing of interim orders and awards 
by the arbitrator pending the final award ? If not, do you consider such 
provision necessary? 

(18) Execution: 

(a) How are arbitration awards and liquidation orders executed in your 
State? Is it through the co-operative Department or the Revenue Department 
or the Civil Courts or any other special agencies? What modifications, if 
any, would you suggest in this regard in particular? 

(b) Would it expedite collection of arrears if arbitration awards and liqui¬ 
dation orders are executed through the Co-operative Department by investing 
that Department with the powers of a Revenue Authority or of a Civil Court in 
regard to attachment and sale of properties. 

(c) How are sums due to Government e.g , costs of inquiry recovered? 
Would you recommend such recovery in the same way as amounts due under 
arbitration awards? 

(19) Offences and Penalties: 

What are the offences, if any, specified by your Act? Please catalogue 
them and indicate the penalties provided in respect of each .such offence. Do 
you consider any changes necessary? 

(20) Exemption from the Law : 

Does your Act provide for any exemptions being given by Government 
from the operation of any provision of the law either by general or by special 
order. Do you' consider it satisfactory? What principles would you suggest 
for granting such exemptions? 

(21) Elimination of delays: 

What are the provisions in your law which militate against the speedy 
disposal of matters connected with co-operative societies, e.g. (a) registration 
of societies (b) sanction of loans (c) obtaining decrees against defaulters (d) 
execution of awards (e) audit (f) inspection and inquiry (g) surcharge (h) 
dissolution of societies and (i) liquidation? What steps would you suggest 
for simplifying the procedure in order to avoid delays? 

(22) Multi-Unit Co-operative Societies Act, 1942 : 

Does any society in your state fall under the purview of this law? Have 
such societies experienced any difficulties as a result of the provisions of the 
Multi-Units Act applying to them? If so, what are your suggestions for re¬ 
moving these difficulties? 
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(23) Special provisions for certain classes of societies : 

(a) Do you consider any special provisions necessary for facilitating the 
proper and effective functioning of the following types of co-operative socie¬ 
ties : — 

(i) Credit (ii) Marketing (iii) Processing (iv) Irrigation (v) Dairies 
<vi) Farming (vii) Small scale, village and other industries (viii) Consumers 
(ix) Labour Contract (x) Construction and Housing (xi) Transport (xii) Any 
other type of societies. 

If so, what provisions would you suggest in this behalf in your Law? 
What standard bye-laws would you suggest for these categories of socie¬ 
ties? 


(b) Are any amendments necessary in any other laws m order to achieve 
the object referred to in (a) above? If so what? 

(24) Miscellaneous: 

(a) Generally, what other changes would you suggest for simplifying, 
rationalising and modernising your law? 

(b) What are your suggestions in respect of a simple model law relating 
to co-operative societies for the whole country? 

(c) Are there any special problems relating to the application and adminis¬ 
tration of the co-operative laws in your State? If so, what are these problems 
and your suggestions for solving them? 

(d) Have you any suggestions to make regarding the framing of a stan¬ 
dard set of bye-laws with a view to facilitating proper working of co-opera¬ 
tive societies? 

(e) Indicate laws other than the Co-operative Law, if any, which con¬ 
tain provisions relating to co-operative societies, as for instance, the Debt 
Relief Act. Extract sections in such other laws, dealing with co-operative 
societies. What modifications, if any, do you suggest to these sections. 



APPENDIX III 


List of persons, institutions, and authorities to whom the questionnaire on 
Co-operative Law was issued. 

1. All State Governments, 

2. All Registrars of Co-operative Societies, 

3. The Reserve Bank of India, 

4. The State Bank of India, 

5. The Planning Commission, 

6. The Ministry of Commerce & Industry, 

7. The Ministry of Works, Housing & Supplies, 

8. Ministry of Production, 

9. The Houses of Parliament, 

10. All Commodity Committee, 

11. The All India Khadi and Village Industries Board, 

12. All India Handloom Board, 

13. The All India Handicrafts Board. 

14. The Co-operative Training College at Poona and other Co-operative 

Training Institutions. 

15. The All India Co-operative Union, 

16. The Community Projects Administration, 

17. All Bar Associations of High Courts, and 

18. All the State Legislatures. 

In addition, the Registrars of Co-operative Societies were requested to 
circulate copies to all the important co-operative institutions in their States 
such as State Co-operative Banks, federal societies, central co-operative banks, 
marketing societies. State Co-operative institutions, District Co-operative 
Boards or Unions and prominent non-official workers, etc., if necessary after 
translating it in local languages. 
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APPENDIX IV 


List of persons institutions and authorities from whom replies have been 

received 

I. Registrar of Co-operative Societies and other Officers of the States 

1. Registrar of Co-operative Societies, 

Travancore-Cochin, 

Trivandrum, 

2. Registrar of Co-operative Societies, 

Saurashtra, 

Rajkot. 

3. Registrar of Co-operative Societies. 

Uttar Pradesh, 

Lucknow. 

4. Assistant Registrar of Co-operative Societies, 

Manipur. 

5. Registrar of Co-operative Societies, 

Coorg, 

Mercara. 

6. Director of Rural Development & Co-operatives. 

Jammu and Kashmir, 

Srinagar. 

7. Registrar of Co-operative Societies, 

Himachal Pradesh, 

Simla. 

8. Dy. Registrar of Co-operative Societies, 

Bhagalpur (Bihar). 

9. Registrar of Co-operative Societies, 

Hyderabad State, 

Hyderabad. 

10. Assistant Registrar of Co-operative Societies, 

Chaibasa, 

Bihar. 

II. Registrar of Co-operative Societies, 

Rajasthan, Jaipur. 

12. Co-operative Officer, 

Tripura, 

Agartala. 

13. Registrar of Co-operative Societies, 

Mysore, 

Bangalore. 

14. Registrar of Co-operative Societies, 

Pondicherry. 

15. Dy. Registrar (H.Q.), 

Patna, 

Bihar. 

16. Registrar of Co-operative Societies, 

West Bengal, 

Calcutta. 
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17. Registrar of Co-operative Societies, 

Punjab, 

Jullundur. 

18. Additional Registrar of Co-operative Societies, 

Assam, 

Shillong. 

19. Registrar of Co-operative Societies, 

Orissa. 

'20. Registrar of Co-operative Societies. 

Madras State, 

Madras. 

21. Registrar of Co-operative Societies. 

Andhra Pradesh, 

Hyderabad. 

22. Director of Agriculture, 

Madras. 

23. Dy. Registrar of Coop. Societies, 

Bangalore (Mysore). 

24. Secretary, 

Legal Department, 

Government of Rajasthan, 

Jaipur. 

. State Apex Institutions : 

1. M. P. Weavers Central Co-operative Society Ltd , 

Nagpur. 

2. M. B. Kendriya Sahakari Sanstha, Ltd., 

Indore. 

3. Tamilnada Co-operative Federation, 

Coimbatore (Madras). 

4. Vidarbha Co-operative Institute, 

Amraoti (Bihar). 

5. Kerala State Co-operative Bank Ltd., 

Trivandrum. 

6. Madras State Co-operative Union Ltd., 

Madras. 

7. Punjab Co-operative Union Ltd., 

Jullundur. 

8. Assam Co-operative Apex Bank Ltd., 

Shillong. 

9. Maharashtra Divisional Co-operative Board, 

Poona. 

10. The Madras State Handloom Co-operative Society Ltd., 
Madras-8. 

11. Bombay Co-operative Banks’ Association, 

Bombay-1. 

12. The State Industrial Co-operative Association Ltd., 
Bombay. 

3. District and Regional Federal Societies : 

1. Co-operative Land Mortgage, Bank, 

Mehkar (Berar). 
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2. Yeotmal Central Bank, Yeotmal (Berar). 

3. Central Co-operative Bank Ltd., 

Buldana (Berar). 

4. Co-operative Central & Land Mortgage Bank Ltd., 
Hoshangabad (M.P.). 

5. Co-operative Central & L. M. Bank Ltd., 

Sagar (M.P.). 

6. Central Co-operative Bank Ltd., 

Sheopur (M.P.). 

7. Central Coop. Bank Ltd., 

Shujalpur (M.B.). 

8. Nadia Central Bank Ltd-, 

Krishinagar. 

9. Co-operative Central Bank Ltd.. 

Aska, (Orissa). 

10. Central Co-operative Bank Ltd., 

Khurda (Orissa). 

11. Central Co-operative Bank, 

Tiruchirapalli (Madras). 

12. Central Co-operative Bank Ltd., 

Ratlam (M.B.). 

13. Co-operative Central Bank Ltd., 

Jabalpur (M.P.). 

14. Central Co-operative Bank Ltd., 

Amraoti (Berar). 

15. Central Co-operative Bank, 

Madurai (Madras). 

16. Co-operative Central Bank Ltd., 

Nilgiris, 

Madras. 

17. Central Co-operative Bank Ltd., 

Bhind. 

18. South Kanara Central Co-operative Bank Ltd., 
Mangalore. 

19. Theni Co-operative Sale Society Ltd., 

Theni, 

Madras. 

20. Madras District Control Co-operative Bank, 
Madras. 

21- Malbar Wholesale Co-operative Stores Ltd., 
Kozhikode-1. 

22. Co-operative Central Bank Ltd., 

Tanjore. 

23. Co-operative Central Bapk, 

Vellore. 

24. Co-operative Bank Ltd.. 

Kota (Rajasthan). 

25. Sirsa Central Co-operative Bank Ltd. 

Punjab. 
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26. Banswara Central Co-operative Bank Ltd., 

Rajasthan. 

27. District Co-operative Federation Board, 

Bhagalpur. 

28. Ludhiana Central Co-operative Bank Ltd., 

Ludhiana, Punjab. 

29. Poona Central Co-operative Bank Ltd., 

Poona. 

oO- The Gaira District Central Co-operative Bank Ltd-, 
Nadiad (Bombay). 

31. The Sholapur Distt. Central Co-operative Bank Ltd., 
Sholapur, 

Bombay. 

32. The Karnal Central Co-operative Bank Ltd-, 

Karnal (Punjab). 

4. Co-operative Training Institutions : 

1. Principal, 

Central Co-operative Institute, 

Tirupathi. 

2. Principal, 

Co-operative Training School, 

Mysore. 

3. Principal, 

Travancore Co-operative College, 

Trivandrum- 

4- Principal, 

Co-operative Training Institute, 

Cuttack. 

5. Principal, 

Co-operative Training Institute. 

Nagpur and Jabalpur. 

6. Principal, 

Co-operative Training Institute, 

Pusa (Bihar). 

7. Principal, 

Subordinate Co-operative Training School, 

Agar (M. B.>. 

8. Principal, 

Co-operative Training College, 

Poona. 

9. Principal, 

Ramlingam Co-operative Institute, 

Coimbatore. 

10- Principal, 

Samriappa Co-operative Institute, 

Tanjore. 

11. Principal, 

Department Co-operative Training Centre, 
Trivandrum. 

5. Bar Associations : 

1. Madras State Bar Association, 

Madras. 

2. West Khandesh Bar Association, 

Dhulia. 

5—2 M. of F. & A./57 
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3. Advocates Association of Western India, 

High Court, 

Bombay. 

6. Co-operative Societies and other bodies: 

1. Indian Central Arecanut Committee, 

Kozikode. 

2. Bhucho Co-operative Cotton Development & Marketing Society Ltd., 
Bhucho Mandi, 

(Ferozepur). 

3. All India Khadi & Village Industries Board, 

Bombay-1. 

4- Haryana Co-operative Sugar Mills Ltd., 

Rohtak (Punjab). 

5. Bhusawal Peoples Co-operative Bank Ltd., 

Bhusawal (Bombay.) 

7. Individuals : 

1. Shri Balakrishna Atn, 

Simla Hills. 


2. Shri S. Ahmed, 

Balasore (Orissa). 

3. Shri Sitaramayya, 
Bhubaneshwar, 

(Orissa). 

4. Shri S. C. Roy, 

Orissa. 

5. Shri K. Acharya, 

Bargarh, 

Orissa. 

6. Shri W.V.V.B. Ramlingam, 
Cuttack, 

Orissa. 

7. Shri P. Rajgopala Ayyer, 
Tirunerveli, 

Madras. 

8. Shri H- S- M. Bhramrbar Deo, 
Bhubaneshwar, 

Orissa. 

9. M. S. Shehachalam Aiyar. 
Tiruvannamalai, 

Madras. 

10. Rao Sahib N. K. Bhattacharya, 
Berhampore, 

West Bengal. 

11. Shri S. N. Seal, 

Hili, 

West Bengal. 



12. Sliri D. D. Chitale, 
Poona. 

13- Dr. V. Krishnan, 

Poona. 

K Prof. S. V. Ayyar, 
Annamalainagar. 
Madras. 

15- Shri G. Chittrumbalam, 
Tiracharapalli, 

Madras. 

16- Shri P. Keshava Rao, 

Kurnool, 

Andhra. 



APPENDIX V 

A List of Co-operative Societies Acts in force in the different States. 

1. The Co-operative Societies Act, 1912. 

2. The Bombay Co-operative Societies Act, 1925. 

3. The Madras Co-operative Societies Act, 1932. 

4. The Bihar & Orissa Co-operative Societies Act, 1935. 

5. The Coorg Co-operative Societies Act, 1936. 

6. The Bengal Co-operative Societies Act, 1940. 

7. The Tripura Co-operative Societies Act, 1948. 

8. The Mysore Co-operative Societies Act, 1948. 

9. The United States of Gwalior, Indore & Malwa Co-operative Socie¬ 
ties Act, 1949- 

10. The Assam Co-operative Societies Act, 1949. 

11. The Vindhya Pradesh Co-operative Societies Act, 1949. 

12. The Orissa Co-operative Societies Act, 1951. 

13. The Travancore-Cochin Co-operative Societies Act, 1951. 

14. The Hyderabad Co-operative Societies Act, 1952. 

15. The Rajasthan Co-operative Societies Act, 1953. 

16. The Punjab Co-operative Societies Act, 1954. 

17. The Himachal Pradesh Co-operative Societies Act, 1956. 

18. The Bhopal Co-operative Societies Act- 

19. The Co-operative Societies Regulations, Jammu & Kashmir (No. 6 
of 1993 Vikram). 

LAND MORTGAGE BANKS ACTS 

1. The Madras Co-operative Land Mortgage Banks Act, 1934. 

2. The C- P- Co-operative Land Mortgage Banks Act, 1937. 

3. The Hyderabad Co-operative Land Mortgage Banks Act, 1954- 
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CO-OPERATIVE SOCIETIES BILL 

A 

BILL 

to consolidate and amend the law relating to co-operative societies 


Be it enacted by the...Legislature as follows: 

Chapter I 
PRELIMINARY 

1. Short title, extent and commencement. —(1) This Act may be 

called the.Co-operative Societies Act, 1957. 

(2) It extends to the whole of the State of. 

(3) It shall come into force on such date as the State Govern¬ 
ment may, by notification in the official gazette, appoint. 

2. Definitions. —In this Act, unless the context otherwise re¬ 
quires : — 

(a) ‘bye-laws' means the registered bye-laws for the time being in 
force; 

(b) ‘committee’ means the governing body of a co-operative 
society, by whatever name called, to which the management of the 
affairs of the society is entrusted; 

(c) ‘co-operative society’ means a society registered or deemed 
to be registered under this Act; 

(d) ‘co-operative society with limited liability’ means a co-opera¬ 
tive society, in which the liability of its members, for the debts of 
the society in the event of its being wound up, is limited by its 
bye-laws— 

(i) to the amount, if any, unpaid on the shares respectively 
held by them; or 

(ii) to such amount as they may, respectively, undertake to con¬ 
tribute to the assets of the society; 

(e) ‘co-operative society with unlimited liability’ means a co¬ 
operative society, the members of which are, in the event of its 
being wound up, jointly and severally liable for and in respect of 
all its obligations and to contribute to any deficit in the assets of the 
society; 

(f) ‘member’ means a person joining in the application for the 
registration of a co-operative society and a person admitted to mem¬ 
bership after such registration in accordance with this Act, the rules 
and the bye-laws, and includes a nominal and an associate member; 

(g) ‘officer’ means the President, Vice-President, Chairman, Vice- 
Chairman, Secretary, Manager, Member of Committee, Treasurer, 
Liquidator, Administrator and includes any other person empower¬ 
ed under the rules and the bye-laws to give directions in regard to 
the business of a co-operative society; 

(h) ‘prescribed’ means prescribed by rules made under this Act; 

(i) ‘Registrar’ means a person appointed to perform the func¬ 
tions of the Registrar of Co-operative Societies under this Act, and 
includes any person appointed to assist the Registrar when exercis¬ 
ing all or any of the powers of the Registrar; 

(j) ‘rules’ means the rules made under this Act; 

(k) ‘Tribunal’ means the tribunal constituted under section 100. 
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Chapter II 

REGISTRATION OF CO-OPERATIVE SOCIETIES 

3. Registrar.— (1) The State Government may appoint a person 
to be the Registrar of Co-operative Societies for the State and may 
appoint other persons to assist him. 

(2) The State Government may, by general or special order, con¬ 
fer on any person appointed to assist the Registrar, all or any of 
the powers of the Registrar under this Act. 

(3) Every person appointed to assist the Registrar shall exer¬ 
cise the powers conferred on him under sub-section (2), subject to 
the general superintendence and control of the Registrar. 

4. Societies which may be registered. —Subject to the provisions 
of this Act, a co-operative society which has as its objects the pro¬ 
motion of the economic interests of its members in accordance with 
co-operative principles, or a co-operative society established with the 
object of facilitating the operations of such a society, may be regis¬ 
tered under this Act. 

5. Registration with limited or unlimited liability. —(1) A co¬ 
operative society may, subject to the provisions of sub-section (2) be 
registered with or without limited liability. 

(2) Unless the State Government by general or special order 
otherwise directs,— 

(a) a co-operative society shall be registered with limited liabi¬ 
lity if any of its members is another co-operative society; 

(b) no co-operative society shall be registered with limited liabi¬ 
lity, if 

(i) its primary object is the creation of funds to be lent to 
its members; 

(ii) the majority of its members are agriculturist; and 

(iii) none of the members is a co-operative society. 

(3) The word ‘limited’ or its equivalent in any Indian language 
shall be the last word in the name of a co-operative society regis¬ 
tered under this Act with limited liability. 

6. Application for registration of co-operative societies. —(1) An 

application for the registration of a co-operative society shall be 
made to the Registrar in such form as the Registrar may, from time 
to time, specify; and the applicants shall furnish to him all such in¬ 
formation about the society as he may require. 

(2) Every such application shall conform to the following re¬ 
quirements, namely : — 

(a) the application shall be accompanied by three copies of the 
proposed bye-laws of the co-operative society, 

(b) where all the applicants are individuals, the number of ap¬ 
plicants shall not be less than ten, 
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(c) everyone of the applicants who is an individual shall be 
above the age of eighteen years, 

(d) where the objects of the co-operative society include the 
creation of funds to be lent to its members and where all 
the applicants are individuals, the applicants shall reside in 
same village or town or in the same group of villages or be¬ 
long to the same class or pursue the same occupation, 

(e) the application shall be signed by everyone of the applicants 
who is an individual and by a person duly authorised on be¬ 
half of any co-operative society which is an applicant. 

7. Registration. —(1) If the Registrar is satisfied— 

(a) that the application complies with the provisions of this Act 
and the rules, 

(b) that the objects of the proposed society are in accordance 
with section 4, 

(c) that the aims of the proposed society are not inconsistent 
with the principles of social justice, 

(d) that the proposed bye-laws are not contrary to the provi¬ 
sions of this Act and the rules, and 

(e) that the proposed society complies with the requirements of 
sound business and has reasonable chances of success, 

the Registrar may register the co-operative society and its bye-laws. 

(2) Where the Registrar refuses to register a co-operative 
society he shall communicate the order of refusal together with the 
reasons therefor, to such of the applicants as may be prescribed. 

8. Registration certificate. —Where a co-operative society is re¬ 
gistered under this Act, the Registrar shall issue a certificate of regis¬ 
tration signed by him, which shall be conclusive evidence that the 
co-operative society therein mentioned is a co-operative society duly 
registered under this Act. 

9. Co-operative societies to be bodies corporate.— The registra¬ 
tion of a co-operative society shall render it a body corporate by the 
name under which it is registered, having perpetual succession and 
a common seal, and with power to hold property, enter into con¬ 
tracts, institute and defend suits and other legal proceedings and to 
do all things necessary for the purposes for which it was constituted. 

10. Change of name of co-operative society. —(1) A co-operative 
society may, by an amendment of its bye-laws, change its name. ■ 

(2) Where a co-operative society changes its name, the Regis¬ 
trar shall enter the new name on the register of co-operative socie¬ 
ties in the place of the former name and shall amend the certificate 
of registration accordingly. 

(3) The change of name of a co-operative society shall not affect 
any rights or obligations of the co-operative society, or render defec¬ 
tive any legal proceedings by or against it; and any legal proceed¬ 
ings which might have been continued or commenced by or against 
the society by its former name may be continued or commenced by 
its new name. 
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11. Change* of liability. —(1) Subject to the provisions of this 
Act and the rules, a co-operative society may, by an amendment of 
its bye-laws, change the form or extent of its liability. 

(2) When a co-operative society has passed a resolution to 
change the form or extent of its liability, it shall give notice thereof 
in writing to all its members and creditors and, notwithstanding any 
bye-law or contract to the contrary, any member or creditor shall, 
during a period of one month from the date of service of the notice 
upon him, have the option of withdrawing his shares, deposits or 
loans, as the case may be. 

(3) Any member or creditor who does not exercise his option 
within the period specified in sub-section (2) shall be deemed to have 
assented to the change. 

(4) An amendment of the bye-laws of a co-operative society 
changing the form or extent of its liability shall not be registered 
or take effect until, either : — 

(a) the assent thereto of all members and creditors has been 
obtained; or 

(b) all claims of members and creditors who exercise the 
option referred to in sub-section (2) within the period speci¬ 
fied therein have been met in full. 

12. Amendment of bye-laws of a co-operative society. —(1) No 

amendment of any bye-law of a co-operative society shall be valid 
unless such amendment has been registered under this Act. 

(2) Every proposal for such amendment shall be forwarded to 
the Registrar and if the Registrar is satisfied that the proposed 
amendment— 

(i) is not contrary to the provisions of this Act and the rules, 

(ii) does not conflict with co-operative principles, 

(iii) satisfies the requirements of sound business, 

(iv) will promote the economic interests of the members of the 
society, and 

(v) is not inconsistent with the principles of social justice, 
he may register the amendment. 

(3) The Registrar shall forward to the society a copy of the 
registered amendment together with a certificate signed by him and 
such certificate shall be conclusive evidence that the amendment has 
been duly registered. 

(4) Where the Registrar refuses to register an amendment of the 
bye-laws of a co-operative society, he shall communicate the order 
of refusal, together with the reasons therefor, to the society. 

13. When amendments of bye-laws come into force. —An amend¬ 
ment of the bye-laws of a co-operative society shall, unless it is ex¬ 
pressed to come into operation on a particular day, come into force 
on the day on which it is registered. 



75 


14. Amal g am ation, transfer of assets and liabilities and division 
of co-operative societies— (1) A co-operative society may, with the 
previous approval of the Registrar and by a resolution passed by a 
two-thirds majority of the members present and voting at a general 
meeting of the society— 

(a) transfer its assets and liabilities in whole or in part to any 
other co-operative society; 

(b) divide itself into two or more co-operative societies. 

(2) Any two or more co-operative societies may, with the pre¬ 
vious approval of the Registrar and by a resolution passed by a two- 
thirds majority of the members present and voting at a general meet¬ 
ing of each such society amalgamate themselves and form a new co¬ 
operative society. 

(3) The resolution of a co-operative society under sub-section (1) 
or sub-section (2) shall contain all particulars of the transfer, divi¬ 
sion or amalgamation, as the case may be. 

(4) When a co-operative society has passed any such resolution, 
it shall give notice thereof in writing to all its members and creditors 
and, notwithstanding any bye-laws or contract to the contrary, any 
member or creditor shall during the period of one month of the date 
of service of the notice upon him, have the option of withdrawing 
his shares, deposits or loans, as the case may be. 

(5) Any member or creditor who does not exercise his option 
within the period specified in sub-section (4) shall be deemed to 
have assented to the proposals contained in the resolution. 

(6) A resolution passed by a oo-operative society under this sec¬ 
tion shall not take effect until, either— 

(a) the assent thereto of all the members and creditors has been 
obtained; or 

(b) all claims of members and creditors who exercise the op¬ 
tion referred to in sub-section (4) within the period specified 
therein, have been met in full. 

(7) Where a resolution passed by a co-operative society under 
this section involves the transfer of any assets and liabilities, the 
resolution shall, notwithstanding anything contained in any law for 
the time being in force, be a sufficient conveyance to vest the assets 
and liabilities in the transferee without any further assurance. 

15. Cancellation of registration certificates of co-operative socie¬ 
ties in certain cases. —(1) Where the whole of the assets and liabili¬ 
ties of a co-operative society are transferred to another co-operative 
society in accordance with the provisions of section 14, the registra¬ 
tion of the first mentioned co-operative society shall stand cancelled 
and that society shall be deemed to have been dissolved and shall 
cease to exist as a corporate body. 

(2) Where two or more co-operative societies are amalgamated 
into a new co-operative society in accordance with the provisions of 
section 14, the registration of each of the amalgamating societies 
shall stand cancelled on the registration of the new society and each 
society shall be deemed to have been dissolved and shall cease to 
exist as a corporate body. 



(3) Where a co-operative society divides itself into two or more 
co-operative societies in accordance with the provisions of section 14, 
the registration of that society shall stand cancelled on the regis¬ 
tration of the new societies, and that society shall be deemed to have 
been dissolved and shall cease to exist as a corporate body. 



Chapter III 


MEMBERS OF CO-OPERATIVE SOCIETIES AND THEIR RIGHTS 

AND LIABILITIES 

16. Persons who may become members. —(1) No person shall be 
admitted as a member of a co-operative society except the following, 
namely,— 

(a) an individual competent to contract under section 11 of the 
Indian Contract Act, 1872 (9 of 1872); 

(b) any other co-operative society; and 

(c) the State Government. 

(2) Where a person is refused admission as a member in a co¬ 
operative society, the decision refusing admission shall be communi¬ 
cated by the society to that person within seven days of the date of 
the decision. 

17. Nominal or associate members. —(1) A co-operative society 
may admit any individual as a nominal or associate member. 

(2) A nominal member shall not be entitled to any share, in any 
form whatsoever, in the assets or profit of the society. 

(3) Save as provided in this section, a nominal or associate mem¬ 
ber shall have such privileges and rights of a member and be sub¬ 
ject to such liabilities of a member, as may be specified in the bye¬ 
laws of the society. 

18. Member not to exercise rights till due payment made. —No 

member of a co-operative society shall exercise the rights of a mem¬ 
ber unless he has made such payments to the society in respect of 
membership or has acquired such interest in the society, as may be 
specified in the bye-laws. 

19. Votes of members.— Every member of a co-operative society 
shall have one vote in the affairs of the society; 

Provided that,— 

(a) a nominal or associate member shall not have the right of 
vote; 

(b) where the State Government is a member of the co-opera¬ 
tive society, each person nominated by the State Govern¬ 
ment on the Committee of the co-operative society shall have 
one vote. 

20. Manner of exercising vote.—(1) Every member of a co-ope¬ 
rative society shall exercise his vote in person and no member shall 
be permitted to vote by proxy. 

(2) Notwithstanding anything contained in sub-section (1), a co¬ 
operative society which is a member of another co-operative society 
may, subject to any rules made under this Act, appoint one of 
its members to vote on its behalf in the affairs of that other society. 
6—2 M. of F. & A./57 
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21. Restrictions on holding of shares.—In any co-operative so¬ 
ciety, no member other than the State Government or any other co¬ 
operative society, shall,—- 

(a) hold more than such portion of the total share capital of the 
society not exceeding one-fifth thereof, as may be prescribed, 
or 

(b) have or claim any interest in the shares of the society ex¬ 
ceeding five thousand rupees : 

Provided that the State Government, may by notification in the 
official gazette, specify in respect of any class of co-operative socie¬ 
ties a higher maximum than one-fifth of the share capital or a higher 
amount than five thousand rupees, as the case may be. 

22. Restrictions on transfer of shares or interest.—(1) The trans¬ 
fer of a share or interest of a member in the capital of a co-operative 
society shall be subject to such conditions and restrictions as to the 
maximum holdings as are specified in section 21. 

(2) No transfer by a member of his share or interest in a co¬ 
operative society shall be valid unless,— 

(a) the member has held such share or interest for not less than 
one year; 

(b) the transfer is made to a member of the society; and 

(c) the transfer is approved by the Committee of the society. 

23. Transfer of interest on death of member.—H I On the death 
of a member of a co-operative society, the society shall transfer the 
share or interest of the deceased member to the person or persons 
nominated in accordance with the rules, or, if no person has been 
so nominated, to such person as may appear to the Committee to be 
the heir or legal representative cf the deceased member : 

Provided that such nominee, heir or legal representative, as the 
case may be, is admitted as a member of the society : 

Provided further that nothing in this sub-section shall prevent a 
minor or a person of unsound mind from acquiring by inheritance or 
otherwise the share or interest of a deceased member in a co-opera¬ 
tive society. 

(2) Notwithstanding anything contained in sub-section (1) any 
■such nominee, heir, or legal representative, as the case may be, may 

require the society to pay to him the value of the share or interest 
of the deceased member ascertained in accordance with the rules. 

(3) A co-operative society may pay all other moneys due to the 
deceased member from the society to such nominee, heir or legal 
representative, as the case may be. 

(4) All transfers and payments made by a co-operative society in 
accordance with the provisions of this section shall be valid and 
effectual against any demand made upon the society by any ether 

person. 



24. Liability of past member and estate of deceased member.— 

(1) Subject ta the provisions of sub-section *{2), the liability of a past 
member or of the estate of a deceased member of a co-operative so¬ 
ciety for the debts of the society as they existed— 

(a) in the case of a past member, on the date on which he ceased 
to be a member; 

(b) in the case of a deceased member on the date of his death 
shall continue for a period of two years from such date. 

(2) Where a co-operative society is ordered to be wound up under 
section 67, the liability of a past member or of the estate of a deceased 
member who ceased to be a member or died within two years imme¬ 
diately preceding the date of the order of winding up, shall continue 
until the entire liquidation proceedings are completed, but such liabi¬ 
lity shall extend only to the debts of the society as they existed or 
the date of his ceasing to be a member or death, as the case may be. 



Chapter IV 

MANAGEMENT OF CO-OPERATIVE SOCIETIES 

25. Final authority in a co-operative society. —The final authority 
in a co-operative society shall vest in the general body of members : 

Provided that, where the bye-laws of a co-operative society pro¬ 
vide for the constitution of a smaller body consisting of delegates of 
members of the society elected in accordance with such bye-laws, the 
smaller body shall exercise such powers of the general body as may 
be prescribed or as may be specified in the bye-laws of the society : 

Provided further that nothing in this section shall affect any 
powers conferred on a committee or any officer of a co-operative 
society by the rules or the bye-laws. 

26. Annual general meeting. —A general meeting of a co-opera¬ 
tive society shall be held once in a year for the purpose of— 

(a) approval of the programme of the activities of the society 
prepared by the Committee for the ensuing year; 

(b) election, if any, in the prescribed manner of the members of 
the Committee other than nominated members; 

(c) consideration of the audit report and the annual report: 

(d) disposal of the net profits; and 

(e) consideration of any other matter which may be brought 
forward in accordance with the bye-laws. 

27. Special general meetings.—(1) The Committee of a co-opera¬ 
tive society may, at any time, call a special general meeting of the 
society and shall call such meeting within one mbnth after the re¬ 
ceipt of a requisition in writing from the Registrar or from such 
number of members or a proportion of the total number of mem¬ 
bers, as may be prescribed. 

(2) If a special general meeting of a co-operative society is not 
called in accordance with the requisition referred to in sub-section 
(1), the Registrar or any person authorised by him in this behalf, 
shall have the power to call such meeting and that meeting shall 
be deemed to be a meeting called by the Committee. 

28. Nominees of the Government on the Committee of a co¬ 
operative society. —(1) Where the State Government— 

(a) has subscribed to the share capital of a co-operative society, 
or 

(b) has assisted indirectly in the formation or augmentation of 
the share capital of a co-operative society as provided in 
Chapter VI, or 

(c) has guaranteed the repayment of principal and payment of 
interest on debentures issued by a co-operative society, or 

(d) has guaranteed the repayment of principal and payment of 

interest on loans and advances to a co-operative society, 
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the State Government or any authority specified by the State Gov¬ 
ernment in this behalf, shall have the right to nominate not more 
than three members or one-third of the total number of members 
of the Committee of the. co-operative society, whichever is less. 

(2) A member nominated on the Committee of a co-operative 
society under sub-section (1), shall hold office during the pleasure 
of the State Government or the specified authority, as the case may 
be. 


29. Supersession of Committee.—(1) If, in the opinion of the 
Registrar, the Committee of any co-operative society persistently 
(makes default or is negligent in the performance of the duties im¬ 
posed on it by this Act or the rules or the bye-laws, or commits any 
act which is prejudicial to the interests of the society or Its members, 
or is otherwise not functioning properly, the Registrar may, after 
giving the Committee an opportunity to state its objections, if any, 
by order in writing, remove the Committee; and— 

(a) appoint a new Committee consisting of one or more mem¬ 
bers of the society in its place, or 

(b) appoint one or more Administrators who need not be mem¬ 
bers of the society, 

to manage the affairs of the society for a period not exceeding two 
years specified in the order which period may, at the discretion of 
the Registrar be extended from time to time, so however, that the 
aggregate period does not exceed four years. 

(2) The Committee or Administrators so appointed shall, subject 
to the control of the Registrar and to such instructions as he may 
.from time to time give, have power to exercise all or any of the 
functions of the Committee or of any officer of the society and take 
all such action as may be required in the interests of the society. 


(3) The Committee or Administrators shall, at the expiry of its 
or their term of office, arrange for the constitution of a new Com¬ 
mittee in accordance with the bye-laws of the society. 

(4) Before taking any action under sub-section (1) in respect of 
a co-operative society, the Registrar shall consult any financing in¬ 
stitution to which it is indebted. 

30. Securing possession of records, etc.—(1) If the Committee of 
a co-operative society is reconstituted at a general meeting of the 
society or the Committee of a co-operative society is removed by the 
Registrar under section 29 or if the society is ordered to be wound up 
under section 67 and the outgoing members of the Committee refuse 
to hand over charge of the records and property of the society to the 
new Committee or the Administrators or the liquidator, as the case 
may be, the new Committee or the Administrators or the liquidator 
may apply to the magistrate, within whose jurisdiction the society 
functions, for securing the records and property of the society. 
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(2) On receipt of an application under sub-section (1), the magis¬ 
trate may, by a warrant authorise any police officer, not below the 
rank of Sub-inspector, to enter and search any place where the 
records and the property are kept or are believed to be kept and 
to seize such records and property; and the records and property 
so seized shall be handed over to the new Committee or Administra¬ 
tors of the society or the liquidator, as the case may be. 



Chapter V 


PRIVILEGES OF CO-QPEJRATIVE SOCIETIES 

31. First charge of co-operative society on certain assets.—(1) 

Notwithstanding anything contained in any law for the time being 
in force, but subject to any prior claim of the Government in res¬ 
pect of land revenue or any money recoverable as land revenue, any 
debt or outstanding demand owing to a co-operative society by any 
member or past member or deceased member shall be a first charge 
upon the crops and other agricultural produce, cattle, fodder for 
cattle, agricultural or industrial implements or machinery, raw mate¬ 
rials for manufacture and any finished products manufactured from 
such raw materials, belonging to such member, past member or form¬ 
ing part of the estate of the deceased member, as the case may be. 

(2) No person shall transfer any property which is subject to 
a charge under sub-section (1) except with the previous permission 
in writing of the co-operative society which holds the charge. 

(3) Notwithstanding anything contained in any law for the time 
being in force, any transfer of property made in contravention of 
the provisions of sub-section (2) shall be void. 

(4.) The charge created under sub-section (1) shall be available 
as against any claim of the Government arising from a loan granted 
under the Land Improvement Loans Act 1883 (19 of 1883) or the 
Agriculturists Loans Act, 1884, (12 of 1884) after the grant of the 
loan by the society. 

32. Deduction from salary to meet society’s claim in certain 

cases. — (1) Notwithstanding anything contained in any law for the 
time being in force, a member of a co-operative society may execute 
an agreement in favour of the society provided that his employer 
shall be competent to deduct from the salary or wages payable to 
him by the employer, such amount as may be specified in the agree¬ 
ment and to pay the amount so deducted to the society in satisfac¬ 
tion of any debt or other demand owing by the member to the so¬ 
ciety. 

(2) On the execution of such an agreement the employer shall, 
if so required by the co-operative society by requisition in writing 
and so long as such debt or demand or any part of it remains unpaid, 
make the deduction in accordance with the agreement and pay the 
amounts so deducted to the society within fourteen days from the 
date of the deduction. 

33. Charge and set-off in respect of shares or interest of mem¬ 
bers in the capital of a co-operative society.—A co-operative society 
shall have a charge upon the share or interest in the capital and on 
the deposits of a member or a past member and on any dividend, 
bonus or profits payable to a member or a past member in respect 
of any debt or outstanding demand owing to the co-operative society 
and may set-off any sum credited or payable to a member towards 
payment of any such debt or outstanding demand : 
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Provided that no financing bank to which a co-operative society 
is affiliated shall have a charge upon any sum invested in the financ¬ 
ing bank as reserve fund by the society if the bank is not the sole 
creditor of the society, or be entitled to set off any such sum credited 
or payable to the society towards any debt due from such society. 

34. Shares or interest not liable to attachment. —Subject to the 
provisions of section 33 the share or interest of a member in the 
capital of a co-operative society shall not be liable to attachment or 
sale under any decree or order of a court in respect of any debt or 
liability incurred by such member or past member, and an official 
assignee or a receiver under any law relating to insolvency shall 
not be entitled to, or have any claim on, such share or interest. 

35. Exemption from certain taxes, fees and duties.— (1) The 

Central Government may, by notification in the official gazette, remit 
the income tax payable in respect of the profits of any class of co¬ 
operative societies cr the dividends or other payments received by 
members of any class of such societies on account of profits. 

(2) The Government may, by notification in the official gazette 
remit ia respect of any class of co-operative societies,— 

(a) the stamp duty chargeable under any law for the time being 
in force in respect of any instrument executed by or on be¬ 
half of a co-operative society or by an officer or member 
thereof and relating to the business of such society, or any 
class of such instruments or in respect of any award or 
order made under this Act, in cases where, but for such re¬ 
mission the co-ope':ative society, officer or member, as the 
case may be. would be liable to pay such stamp duty; 

(b) any fee payable under any law for the time being in force 
relating to the registration of documents or court fees. 

Explanation. —In this sub-section ‘Government’ means in relation to stamp 
duty in respect of bills of exchange, cheques, promissory notes, bills of lading, 
letters of credit, policies of insurance, transfer of shares, debentures, proxies 
and receipts, the Central Government and save as aforesaid the State Govern¬ 
ment, 

(3) The State Government may, by notification in the official 
gazette, exempt any class of co-operative societies from taxes on. 

(a) agricultural income, 

(b) sale or purchase of goods, and 

(c) professions, trades, callings and employments. 

36. Exemption from compulsory registration of instruments.- 

Nothing in clauses (b) and (c) of sub-section (1) of section 17 of the 
Indian Registration Act, 1908 (16 of 1908) shall apply to— 

(a) any instrument relating to shares in a co-operative society, 
notwithstanding that the assets of the society consist it) 
whole or in part of immoveable property; or 

(b) any debentures issued by any such society and not creat¬ 
ing, declaring, assigning, limiting or extinguishing any right 
title or interest to or in immoveable property, except in so 
far as it entitles the holder to the security afforded by a 



registered instrument whereby the society has mortgaged, 
conveyed or otherwise transferred the whole or part of its 
immoveable property or any interest therein to trustees upon 
trust for the benefit of the holders of such debentures; or 

(c) any endorsement upon or transfer of any debenture issued by 
any such society. 



Chapter VI 

STATE AID TO CO-OPERATIVE SOCIETIES 

37. Promotion of co-operative movement. —It shall be the duty 

of the State Government to encourage and promote the co-operative 
movement in the State and to take such steps in this direction as may 
be necessary. 

38. Direct partnership of State Government in co-operative so¬ 
cieties. —(1) The State Government may subscribe directly to the 
share capital of a co-operative society with limited liability. 

(2) Notwithstanding any agreement to the contrary, the State 
Government shall not be entitled to a dividend on the shares of any 
such co-operative society at a rate higher than that at which such 
dividend is payable to any other shareholder of the society. 

39. Indirect partnership of State Government in co-operative 
societies.— The State Government may, subject to appropriation bye¬ 
law, provide moneys to a co-operative society (hereinafter m this 
Chapter referred to as apex society) for the purchase of shares in 
other co-operative societies with limited liability. 

40. Principal State Partnership Fund. —(1) An apex society 
which is provided with moneys by the State Government under 
section 39 shall, with such moneys, establish a Fund to be called 
the ‘Principal State Partnership Fund’. 

(2) An apex society shall utilise the ‘Principal State Partnership 
Fund’ for the purpose of— 

(a) directly purchasing shares in other co-operative societies with 
limited liability; 

(b) providing moneys to a co-operative society (hereinafter in 
this Chapter referred to as central society) to enable that so¬ 
ciety to purchase shares in other co-operative societies with 
limited liability (hereinafter in this Chapter referred to as 
primary societies); 

(c) making payments to the State Government in accordance 
with the provisions of this Chapter: 

and for no other purpose. 

41. Subsidiary State Partnership Fund. —(1) A central society 
which is provided with moneys by an apex society from the 'Princi¬ 
pal State Partnership Fund’ shall, with such moneys, establish a 
Fund to be called the ‘Subsidiary State Partnership Fund’. 

(2) A central society shah utilise the ‘Subsidiary State Partner¬ 
ship Fund’ for the purpose of— 

(a) purchasing shares in primary societies: 

(b) making payments to the apex society in accordance with 
the provisions of this Chapter; 

and for no other purpose. 

42. Approval of State Government for purchase of shares. —No 

shares shall be purchased in a co-operative society from the moneys 
in the ‘Principal State Partnership Fund’ or the ‘Subsidiary State 
Partnership Fund’, except with the previous approval in writing of 
the State Government. 
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43. Liability to be limited in respect of certain shares. —Where 
any shares are purchased in a co-operative society by— 

(a) the State Government; or 

(b) an apex society or a central society from the ‘Principal State 
Partnership Fund’ or the ‘Subsidiary State Partnership 
Fund’, as the case may be, 

the liability in respect of such shares shall, in the event of the co¬ 
operative society being wound up, be limited to the amount paid in 
respect of such shares. 

44. Restrictions on amount of dividend. —An apex society which 
has purchased shares in other co-operative societies from the moneys 
in the ‘Principal State Partnership Fund’ and a central society which 
has purchased shares in primary societies from the moneys in the 
‘Subsidiary State Partnership Fund’, shall be entitled only to such 
dividend on the said shares as is declared by the society concerned 
and is payable to other shareholders of that society. 

45. Indemnity of apex and central societies. —(1) If a co-opera¬ 
tive society in which shares are purchased from the ‘Principal State 
Partnership Fund’ is wound up or is dissolved, the State Government 
shall not have any claim against the apex society which purchased 
the shares in respect of any loss arising from such purchase; but 
the State Government shall be entitled to any moneys received by 
the apex society in liquidation proceedings or on dissolution, as the 
case may be. 

(2) If a co-operative society in which shares are purchased from 
the ‘Subsidiary State Partnership Fund’ is wound up or is dissolved, 
neither the State Government nor the apex society shall have any 
claim against the central society which purchased the shares in res¬ 
pect of any loss arising from such purchase; but the apex society 
shall be entitled to any moneys received by the central society in 
liquidation proceedings or on dissolution, as the case may be, and 
such moneys shall be credited to the ‘Principal State Partnership 
Fund’. 

46. Disposal of share capital and dividend etc. —(1) All moneys 
received by an apex society in respect of shares of other co-opera¬ 
tive societies purchased from the moneys in the ‘Principal State 
partnership Fund’ on redemption of such shares or by way of divi¬ 
dends or otherwise, shall be credited to that Fund. 

(2) All moneys received by a central society in respect of shares 
of primary societies purchased from the moneys in the ‘Subsidiary 
State Partnership Fund’ on redemption of such shares or by way of 
dividends or otherwise, shall in the first instance be credited to that 
Fund and then transferred to the apex society which shall credit 
them to the ‘Principal State Partnership Fund’. 

(3) All moneys and dividends referred to in sub-section (1) and 
Sub-section (2) shall, notwithstanding that the shares stand in the 
name of the apex society or the central society, as the case mav be. 
be paid to the State Government. 
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(4) Save as provided in sub-section (3), the State Government 
shall not be entitled to any other return on the moneys provided by 
it to an apex society under section 39. 

47. Disposal of ‘Principal State Partnership Fund’ and ‘Subsi¬ 
diary State Partnership Fund’ on winding up of an apex or a central 

society.—(1) If an apex society which has established a ‘Principal 
State Partnership Fund’ is wound up or is dissolved, all moneys to 
the credit of, or payable to, that Fund shall be paid to the State 
Government. 

(2) If a central society which has established a ‘Subsidiary State 
Partnership Fund’ is wound up or is dissolved, all moneys to the 
credit of, or payable to that Fund shall be paid and credited to the 
‘Principal State Partnership Fund’ from which it received moneys 
under clause (b) of sub-section (2) of section 40. 

48. Principal State Partnership Fund and Subsidiary State Part¬ 
nership Fund not to form part of assets. —Any amount to the credit 
of a ‘Principal State Partnership Fund’ or a ‘Subsidiary State Part¬ 
nership Fund’ shall not form part of the assets of the apex society or 
the central society, as the case may be. 

49. Agreement by State Government and apex societies. —Sub¬ 
ject to the foregoing provisions of this Chapter— 

(a) The State Government may enter into an agreement w r ith 
an apex society setting out the terms and conditions on 
which it shall provide moneys to the apex society for the 
purpose specified in section 41; 

(b) an apex society may, with the previous approval of the 
State Government, enter into an agreement with a central 
society, setting out the terms and conditions on which it 
shall provide moneys to that society from the ‘Principal 
State Partnership Fund’ for the purpose specified in clause 
(b) of sub-section (2) of section 40. 

50. Other forms of State aid to co-operative societies. —Notwith¬ 
standing anything contained in any law for the time being in force, 
the State Government may—• 

(a) give loans or make advances to co-operative societies; 

(bl guarantee the repayment of principal and payment of in¬ 
terest on debentures issued by a co-operative society; 

(cl guarantee the repayment of share capital of a co-operative 
society and dividends thereon at such rates as may be speci¬ 
fied by the State Government; 

(d) guarantee the repayment of principal and payment of interest 
on loans and advances to a co-operative society; and 

(e) give financial assistance in any other form, including subsi¬ 
dies, to any co-operative society. 

51. Provisions of this Chapter to override other laws.— The pro¬ 
visions of sections 39 to 49 of this Chapter shall have effect notwith¬ 
standing anything inconsistent therewith contained in any other law 
for the time being in force. 



Chapter VII 

PROPERTIES AND FUNDS OF CO-OPERATIVE SOCIETIES 

52. Funds not to be divided. —No part of the funds other than 
the net profits of a co-operative society shall be paid by way of bonus 
or dividend or otherwise distributed among its members: 

Provided that a member may be paid remuneration on such 
scale as may be laid down by the bye-laws for any services rendered 
by him to the co-operative society. 

53. Disposal of net profits. —(1) A co-operative society shall, out 
of its net profits in any year— 

(a) transfer an amount not being less than twenty-five per cent, 
of the profits to the reserve fund; and 

(b) credit such portion of the profits, as may be prescribed, to 
the Co-operative Education Fund constituted under the rules. 

(2) The balance of the net profits may be utilised for all or any 
of the following purposes, namely,— 

(a) payment of dividend to members on their paid-up share capi¬ 
tal at a rate not exceeding the prescribed limit; 

(b) payment of bonus to members on the amount or volume of 
business done by them with the society, to the extent and 
in the manner specified in the bye-laws; 

(c) constitution of. or contributions to, such special funds as 
may be specified in the bye-laws; 

(d) donations of amounts not exceeding ten per cent, of the net 
profits for any charitable purpose as defined in section 2 of 
Charitable Endowments Act, 1890 (6 of 1890); and 

(e) payment of bonus to employees of the society, to the extent 
and in the manner specified in the bye-laws. 

54. Investment of funds. —A co-operative society may invest or 
deposit its funds,— 

(a) in Government Savings Bank, or 

(b) in any of the securities specified in section 20 of the Indian 
Trust Act, 1882 (2 of 1882), or 

(c) in the shares or securities of any other co-operative society, 
or 

(d) with any bank or person carrying on the business of bank¬ 
ing, approved for this purpose by the Registrar, or 

(e) in any other mode permitted by the rules 

55. Restrictions on borrowings. —A co-operative societies shall 
receive deposits and loans only to such extent and under such condi¬ 
tions as may be prescribed or as may be specified in the bye-laws. 
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56. Restrictions on loans. —(1) A co-operative society shall not 
make a loan to any person other than a member: 

Provided that with the general or special sanction of the Regis¬ 
trar, a co-operative society may make loans to another co-operative 
society. 

(2) Notwithstanding anything contained in sub-section (1), a 
co-operative society may make a loan to a depositor on the security 
of his deposit. 

57. Restrictions on other transactions with non-members. —Save 
as is provided in sections 55 and 56, the transactions of a co-operative 
society with persons other than members shall be subject to such 
restrictions, if any, as may be prescribed. 

58. Provident Fund. —(1) A co-operative society may establish 
a contributory Provident Fund for the benefit of its employees to 
which shall be credited all contributions made by the employees 
and the society in accordance with the bye-laws of the society. 

(2) A contributory Provident Fund established by a co-opera¬ 
tive society under sub-section (1),— 

(a) shall not be used in the business of the society, 

(b) shall not form part of the assets of the society, and 

(c) shall not be liable to attachment or be subject to any other 
process of any court or other authority. 



Chapter VIII 


AUDIT, INQUIRY, INSPECTION AND SURCHARGE 

59. Audit. — (1) The Registrar shall audit or cause to be audited 
by a person authorised by him by general or special order in writing 
in this behalf, the accounts of every co-operative society at least once 
in each year. 

(2) The audit under sub-section (1) shall include an examination 
of overdue debts, if any, the verification of the cash balance and 
securities, and a valuation of the assets and liabilities of the society. 

(3) The Registrar or the authorised person shall at all times have 
access to all the books, accounts, documents, papers, securities, cash 
and other properties belonging to, or in the custody of, the society 
and may summon any person in possession or responsible for the cus¬ 
tody of any such books, accounts, documents, papers, securities, cash 
or other properties, to produce the same at any place at the head¬ 
quarters of the society or any branch thereof. 

(4) Every person who is. or has at any time been, an officer 
or employee of the society and every member and past member of 
the society shall furnish such information in regard to the transac¬ 
tions and working of the society as the Registrar or the person 
authorised by him may require. 

60. Communication of defects in audit to co-operative societies.— 

(1) If the result of the audit held under section 59 discloses any 
defects in the working of a co-operative society, the Registrar may 
bring such defects to the notice of the society and if the society 
is affiliated to another co-operative society also to the notice of that 
other society. 

(2) The Registrar may make an order directing the society or its 
officers to take such action as may be specified in the order within 
the time mentioned therein to remedy the defects disclosed in the 
audit. 

61. Inquiry by Rgistrar. —(1) The Registrar may of his own 
motion, by himself or by a person authorised by him by order in 
writing, hold an inquiry into the constitution, working and financial 
condition of a co-operative society. 

(2) An inquiry of the nature referred to in sub-section (1) shall 
be held on the application of,— 

(a) a co-operative society to which the society concerned is 
affiliated; 

(b) a majority of the members of the committee of the society 
or 

(c) not less than one-third of the total number of members of the 
society. 
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(3) The Registrar, or the person authorised by him under sub¬ 
section (1) shall, for, the purposes of an inquiry under this section, 
have the following powers, namely,— 

(a) he shall, at all times, have free access to the books, accounts, 
documents, securities, cash and other properties belonging 
to or in the custody of the society and may summon any 
person in possession or responsible for the custody of any 
such books, accounts, documents, securities, cash or other 
properties, to produce the same at any place at the head¬ 
quarters of the society or any branch thereof; 

(b) he may summon any person who he has reason to believe 
has knowledge of any of the affairs of the society to 
appear before him at any place at the headquarters of the 
society or any branch thereof and may examine such person 
on oath; and 

(c) (i) he may, notwithstanding any rule or bye-law specifying 
the period of notice for a general meeting of the society, 
require the officers of the society to call a general meeting 
at such time and place at the headquarters of the society 
or any branch thereof and to determine such matters as may 
be directed by him. and where the officers of the society 
refuse or fail to call such a meeting, he shall have power- 
to call it himself; 

(ii) any meeting called under clause (i) shall have all the 
powers of a general meeting called under the bye-laws of the 
society and its proceedings shall be regulated by such bye¬ 
laws except that no quorum shall be necessary for such 
meeting. 

(4) When an inquiry is made under this section, the Registrar 
shall communicate the result of the inquiry to the society and to the 
co-operative society, if any, to which that society is affiliated. 

62. Inspection of books of a co-operative society. —(1) The Regis¬ 
trar may of his own motion, or on the application of a creditor of 
a co-operative society, inspect or direct any person authorised by 
him by order in writing in this behalf, to inspect the books of the 
society; 

Provided that no such inspection shall be made on the appli¬ 
cation of a creditor unless the applicant,— 

(a) satisfies the Registrar that the debt is a sum then due, and 
that he has demanded payment thereof and has not received 
satisfaction within a reasonable time; and 

(b) deposits with the Registrar such sum as security for the 
costs of the proposed inspection as the Registrar may re¬ 
quire. 

(2) The Registrar shall communicate the results of any such 
inspection:— 

(a) where the inspection is made of his own motion, to the so¬ 
ciety, and 

(b) where the inspection is made on the application of a credi¬ 
tor, to the creditor and the society. 
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63. Costs of inquiry. —Where an inquiry is held under section 61, 
or an inspection is made under section 62 on the application of a 
creditor, the Registrar may apportion the costs, or such part of the 
costs as he may deem fit, between the co-operative society to which 
the society concerned is affiliated, the society, the members or credi¬ 
tor demanding an inquiry or inspection, and the officers or former 
officers of the society; 

Provided that— 

(a) no order of apportionment of the costs shall be made under 
this section unless the society or the person sought to be 
made liable to pay the costs thereunder has had a reason¬ 
able opportunity of being heard; 

(b) the Registrar shall state in writing the grounds on which 
the costs are apportioned. 

64. Surcharge. —(1) If in the course of an audit, inquiry, inspec¬ 
tion or the winding up .of a co-operative society, it is found that any 
person, who is or was entrusted with the organization or management 
of such society or who is or has at any time been an officer or an 
employee of the society, has made any payment contrary to this Act, 
the rules or the bye-laws or has caused any deficiency in the assets 
of the society by breach of trust or wilful negligence or has mis¬ 
appropriated or fraudulently retained any money or other property 
belonging to such society, the Registrar may, of his own motion 
or on the application of the Committee, liquidator or any creditor, 
inquire himself or direct any person authorized by him, by an. order 
in writing in this behalf, to inquire into the conduct of such per¬ 
son : 

Provided that no such inquiry shall be held after the expiry of 
six years from the date of any ac.t or omission referred to in this 
sub-section. 

(2) Where an inquiry is made under sub-section (1) the Re¬ 
gistrar may, after giving the person concerned an opportunity of 
being heard, make an order requiring him to repay or restore the 
money or property or any part thereof, with interest at such rate, or 
to pay contribution and costs or compensation to such extent, as the 
Registrar may consider just and equitable. 
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Chapter IX 

SETTLEMENT OF DISPUTES 

65. Disputes which may be referred to arbitration.—(1) Not¬ 
withstanding anything contained in any law for the time being in 
force, if any dispute touching the constitution, management, or the 
business of a co-operative society arises— 

(a) among members, past members and persons claiming through 
members, past members and deceased members, or 

(b) between a member, past member or person claiming through 
a member, past member or deceased member and the so¬ 
ciety, its committee or any officer, agent or employee of the 
society, or 

(c) between the society or its committee and any past commit¬ 
tee, any officer, agent or employee, or any past officer, past 
agent or past employee or the nominee, heirs or legal repre¬ 
sentatives of any deceased officer, deceased agent, or de¬ 
ceased employee of the society, or 

(d) betwen the society and any other co-operative society, such 
dispute shall be referred to the Registrar for decision and 
no court shall have jurisdiction to entertain any suit or other 
proceeding in respect of such dispute. 

(2) For the purposes of sub-section (1), the following shall be 
deemed to be disputes touching the constitution, management or the 
business of a co-operative society, namely— 

(a) a claim by the society for any debt or demand due to it 
from a member or the nominee, heirs or legal representa¬ 
tives of a deceased member, whether such debt or demand 
be admitted or not; 

(b) a claim by a surety against the principal debtor where the 
society has recovered from the surety any amount in res¬ 
pect of any debt or demand due to it from the principal 
debtor as a result of the default of the principal debtor, 
whether such debt or demand is admitted or not; 

(c) any dispute arising in connection with the election of any 
officer of the society. 

(3) If any question arises whether a dispute referred to the 
Registrar under this Section is a dispute touching the constitution, 
management or the business of a co-operative society, the decision 
thereon of the Registrar shall be final and shall not be called in 
question in any court. 

66. Reference of disputes to arbitration. —(1) The Registrar may, 
on receipt of the reference of a dispute under section 65. 

(a) decide the dispute himself, or 

(b) transfer it for disposal to any person who has been invested 
by the State Government with powers in that behalf, or 

(c) refer it for disposal to one arbitrator. 
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(2) The Registrar may withdraw any reference transferred un¬ 
der clause (b) of sub-section (1) or referred under clause (c) of 
that sub-section and decide it himself. 

(3) The Registrar or any other person to whom a dispute is 
referred for decision under this section may, pending the decision 
of the dispute, make such interlocutory orders as he may deem 
necessary in the interests of justice. 



Chapter X 


WINDING UP AND DISSOLUTION OF CO-OPERATIVE 

SOCIETIES 

67. Winding up of co-operative societies. —(1) If the Registrar, 
after an inquiry has been held under section 61, or an inspection has 
been made under selection 62 or on receipt of an application made 
by not less than three-fourths of the members of a co-operative so¬ 
ciety, is of opinion that the society ought to be wound up, he may 
issue an order directing it to be -wound up. 

(2) The Registrar may of his own motion make an order direct¬ 
ing the winding up of a co-operative society. 

(a) where it is a condition of the registration of the society that 
the society shall consist of at least ten members and the 
number of members has been reduced to less than ten; or 

(b) where the co-operative society has not commenced working 
or has ceased to work. 

(3) The Registrar may cancel an order for the winding up of 
a co-operative society, at any time, in any case where, in his opinion, 
the society should continue to exist. 

68. Liquidator. —(1) Where the Registrar has made an order 
under section 67 for the winding up of a co-operative society, he may 
appoint a liquidator for the purpose and fix his remuneration. 

(2) A liquidator shall, on appointment, take into his custody or 
under his control all the property, effects and actionable claims to 
which the society is or appears to be entitled and shall take such 
steps as he may deem necessary or expedient, to prevent loss or 
deterioration of, ordamage to, such property, effects and claims. 

(3) Where an appeal is preferred under section 102, an order 
of winding up of a co-operative society made under section 67 shall 
not operate thereafter until the order is confirmed in appeal: 

Provided that the liquidator shall continue to have custody or 
control of the property effects and actionable claims mentioned in 
sub-section (2) and have authority to take the steps referred to in 
that sub-section. 

(4) Where an order of winding up of a co-operative society is 
set aside in appeal, the property, effects and actionable claims of 
the society shall revest in the society. 

69. Powers of liquidator. —(1) Subject to any rules made in this 
behalf the whole of the assets of a co-operative society in respect of 
which an order for winding up has been made, shall vest in the liqui¬ 
dator appointed under section 68 from the date on which the order 
takes effect and the liquidator shall have power to realise such 
assets by sale or otherwise. 
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(2) Such- liquidator shall also have power, subject to the con¬ 
trol of the Registrar— 

(a) to institute and defend suits and other legal proceedings on 
behalf of the co-operative society by the name of his office; 

(b) to determine from time to tune the contribution (including 
debts due) to be made or remaining to be made by the 
members or past members or by the estates or nominees, 
heirs or legal representatives of deceased members or by 
any officers or ^former officers, to the assets of the society; 

(c) to investigate all claims against the co-operative society and, 
subject to the provisions of this Act, to decide questions of 
priority arising between claimants; 

(d) to pay claims against the co-operative society including in¬ 
terest up to the date of winding up according to their res¬ 
pective priorities, if any, in full or rateably, as the assets 
of the society may permit; the surplus, if any, remaining 
after payment of the claims being applied in payment of 
interest from the date of such order of winding up at a 
rate fixed by him but not exceeding the contract rate in any 
case; 

(e) to determine by what persons and in what proportions the 
costs of the liquidation are to be borne; 

(f) to determine whether any person is a member, past member 
or nominee of deceased member; 

(g) to give such directions in regal'd to the collection and dis¬ 
tribution of the assets of the society as may appear to him 
to be necessary for winding up the affairs of the society; 

(h) to carry on the business of the society so far as may be 
necessary for the beneficial winding up of the same; 

(i) to make any compromise or arrangement with creditors or 
persons claiming to be creditors or having or alleging to 
have any claim, present or future, whereby the society may 
be rendered liable; and 

(j) to compromise all calls or liabilities to calls and debts and 
liabilites capable of resulting in debts, and all claims pre¬ 
sent or future certain or contingent, subsisting or supposed 
to subsist between the society and a contributory or alleged 
contributory or other debtor or person apprehending liabi¬ 
lity to the co-operative society and all questions in any way 
relating to or affecting the assets or the winding up of the 
society on such terms as may be agreed and take any secu¬ 
rity for the discharge of any such call, liability, debt or 
claim and give a complete discharge in respect thereof, 

(3) When the affairs of a co-operative society have been wound 
up, the liquidator shall make a report to the Registrar and deposit 
the records of the society in such place as the Registrar may direct. 
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70. Cancellation of registration of a co-operative society. —Where 
in respect of a co-operative society which has been ordered to be 
wound up under section 67, no liquidator has been appointed under 
section 68 after two months from the date of such order, or if an 
appeal has been filed from the date of confirmation of the order 
in appeal, or where the affairs of a co-operative society in respect 
of which a liquidator has been appointed under section 68, have 
been wound up, the Registrar shall make an order cancelling the 
registration of the society and the society shall be deemed to be 
dissolved and shall cease to exist as a corporate body from the date 
of such order of cancellation. 



Chapter XI 

LAND MORTGAGE BANKS 

71. Definitions. —In this Chapter,— 

(a) ‘Board’ means the Board of Directors of the State Land 
Mortgage Bank; 

(b) ‘Land mortgage bank’ means a co-operative land mortgage 
bank registered or deemed to be registered under this Act 
and admitted as a member of the State Land Mortgage 
Bank; 

(c) ‘State Land Mortgage Bank’ means the.Co-operative 

Central Land Mortgage Bank, Limited. 

(d) ‘Trustee’ means the Trustee referred to in section 72. 

72. Appointment of Trustee and his powers and functions. —(1) 
The Registrar, or where the State Government appoint any other 
person in this behalf, such person, shall be the Trustee for the pur¬ 
pose of securing the fulfilment of the obligations of the State Land 
Mortgage Bank to the holders of debentures issued by the Board. 

(2) The powers and functions of the Trustee shall be governed 
by the provisions of this Act and by the instrument of trust executed 
between the Bank and the Trustee as modified from time to time by 
mutual agreement between the Board and the Trustee. 

73. Trustee to be a corporation sole. —The Trustee appointed 
under section 72 shall be a corporation sole by the name of the 
Trustee for the debentures and as such shall have perpetual succes¬ 
sion and a common seal and in his corporate name shall sue and be 
sued. 

74. Issue of debentures by the Board.—(1) With the previous 
sanction of the Trustee, the Board may from time to time issue 
debentures of one or more denominations for such periods as it may 
deem expedient, on the security of the mortgages and other assets 
transferred or deemed under the provisions of section 80 to have 
been transferred by the land mortgage banks to the State Mortgage 
Bank and other properties of such Bank. 

(2) Such debentures may contain a term fixing a period not 
exceeding ten years from the date of issue during which they shall 
be irredeemable, or reserving to the Board the right to call in at 
any time any of the debentures in advance of the date fixed for 
redemption, after giving to the debenture-holder concerned not less 
than three months’ notice, in writing. 

(3) The total amount due on the debentures issued by the Board 
and outstanding at any time shall not exceed the aggregate of— 

(a) the amounts due on the mortgages, and the value of the 
other assets, transferred or deemed under the provisions of 
section 80 to have been transferred by the land mortgage 
banks to the State Land Mortgage Bank and subsisting at 
such time; and 

(b) the amounts paid under the mortgages aforesaid and re¬ 
maining in the hands of the Board or of the Trustee at that 
time. 
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75. Charge of debenture-holders on certain properties. —The 

holders of the debentures shall have a floating charge on— 

(a) all such mortgages and assets as are referred to in clause (a) 
of sub-section (3) of section 74; 

<b) the amount paid under such mortgages and remaining in 
the hands of the Board or of the Trustee; and 

(c) the other properties of the State Land Mortgage Bank. 

76. Guarantee by State Government of principal of, and interest 
on, debentures. —(1) The Principal of, and interest on, the debentures 
issued under section 74 shall in respect of such maximum amount as 
may be fixed by the State Government and subject to such conditions 
as it may think fit to impose, carry the guarantee of the State Gov¬ 
ernment. 

(2) The State Government may, subject to any law of legislature 
of the State, increase the maximum amount of any guarantee given 
under sub-section (1). 

(3) The State Government may, after consulting the Board and 
the Trustee,— 

(a) by notification in the official gazette ; and 

(b) by notice of not less than fourteen days in such of the 
principal newspapers in the State and of other States in 
India as the State Government may select in this behalf; 

discontinue any guarantee given by it or restrict the maximum 
amount thereof or modify the conditions, subject to which it is 
given, with effect from a specified date, not being earlier than six 
months from the date of the publication of the notification in the 
official gazette : 

Provided that the withdrawal, restriction or modification of any 
guarantee under this sub-section, shall not in any way affect the 
guarantee carried by any debentures issued prior to the date on 
which such withdrawal, restriction or modification takes effect. 

(4) Every notification and notice referred to in sub-section (3) 
shall, where the maximum amount of the guarantee is to be res¬ 
tricted, or the conditions subject to which the guarantee is given are 
to be modified, set forth precisely the scope and effect of the restric¬ 
tion or modification, as the case may be. 

77. Other guarantees by State Government. —Where a State 
Land Mortgage Bank or a land mortgage bank has given a loan to 
a member for the development of any land in excess of the amount 
of the loan to the which such member would be entitled on the 
basis of the value of the land as determined in accordance with the 
principles of valuation approved by the State Government, the State 
Government may guarantee for a specified period the repayment of 
the loan to the extent of the excess. 

78. Priority of mortgage over certain claims. —A mortgage exe¬ 
cuted in favour of a land mortgage bank shall have priority over any 
claim of the Government arising from a loan under the Land Im¬ 
provement Loans Act 1883, (19 of 1883), or the Agriculturists Loans 
Act 1884 (12 of 1884), granted after the execution of the mortgage. 
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79. Right of land mortgage bank or of the State Land Mortgage 
Bank to purchase mortgaged property. —(1) Notwithstanding any¬ 
thing contained in any law for the time being in force, it shall be 
lawful for a land mortgage bank or the State Land Mortgage Bank 
to purchase any mortgaged property sold undep this Chapter, and 
the property so purchased shall be disposed of by such bank by sale 
within such period as may be fixed by the Trustee. 

(2) Nothing in ’. fixing a maximum limit of 

agricultural holding shall apply to the acquisition of land by a land 
mortgage bank or the State Land Mortgage Bank under sub-sec¬ 
tion (1). 

80. Mortgages executed in favour of land mortgage bank to stand 
vested in State Land Mortgage Bank. —The mortgages executed in 
favour of, and all other assets transferred to a land mortgage bank 
by the members thereof shall, with effect from the date of such exe¬ 
cution or transfer, be deemed to have been transferred by such land 
mortgage bank to the State Land Mortgage Bank and shall vest in 
the Trustee. 

81. Power of land mortgage bank to receive moneys and grant 
discharges. —Notwithstanding that a mortgage executed in favour of 
a land mortgage bank has been transferred, or is deemed under the 
provisions of section 80 to have been transferred, to the State Land 
Mortgage Bank,— 

(a) all moneys due under the mortgage shall, in the absence of 
any specific direction to the contrary issued by the Board 
or Trustee and communicated to the mortgagor, be payable 
to the land mortgage bank and such payment shall be as 
valid as if the mortgage had not been so transferred; and 

(b) the land mortgage bank shall, in the absence of any speci¬ 
fic direction to the contrary issued by the Board or Trustee 
and communicated to the land mortgage bank, be entitled 
to sue on the mortgage or take any other proceeding for the 
recovery of the moneys due under the mortgage. 

82. Right of land mortgage bank to pay prior debts of mort¬ 
gagor. —(1) Where a mortgage is executed in favour of a land mort¬ 
gage bank for payment of prior debts of the mortgagor, the bank 
may, notwithstanding the provisions of sections 75 and 76 of the 
Transfer of Property Act 1882 (4 of 1882), by notice in writing, re- 
quiry any person to whom any such debt is due, to receive payment 
of such debt or part thereof from the bank at its registered office 
within such period as may be specified in the notice. 

(2) Where any such person fails to receive such notice or such 
payment, such debt or part thereof, as the case may be, shall cease 
to carry interest from the expiration of the period specified in the- 
notice: 

Provided that where there is a dispute as regards the amount 
of any such debt the person to whom such debt is due shall be 
bound to receive payment of the amount offered by the land mort¬ 
gage bank towards the debt, but such receipt shall not prejudice 
the right, if any, of such person, to recover the balance claimed by 
him. 


Relevant State Law. 
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83. Distraint—when to be made. —(1) If any instalment pay¬ 
able under a mortgage executed in favour of a land mortgage bank 
or any part of such instalment has remained unpaid for more than 
one month from the date on which it fell due, the Committee may, 
in addition to any other remedy available to the bank, apply to the 
Registrar for the recovery of such instalment or part thereof by dis¬ 
traint and sale of the produce of the mortgaged land including the 
standing crops thereon. 

(2) On receipt of such application the Registrar or such person 
may, notwithstanding anything contained in the Transfer of Property 
Act 1882 (4 of 1882), take action in the manner prescribed for the 
purpose of distraining and selling such produce: 

Provided that no distraint shall be made after the expiry of 
twelve months from the date on which the instalment fell due. 

(3) The value of the property distrained shall be, as nearly as 
possible, equal to the amount due and the expenses of the distraint 
and the costs of the sale. 

84. Power of sale—when to be exercised. —(1) Notwithstanding 
anything contained in the Transfer of Property Act 1882 (4 of 1882) 
where a power of sale without the intervention of the court is ex¬ 
pressly conferred on the land mortgage bank by the mortgage deed, 
the Committee of such bank or any person authorised by such Com¬ 
mittee in this behalf shall, in case of default of payment of the 
mortgage money or any part thereof, have power, in addition to any 
other remedy available to the bank, to bring the mortgaged property 
to sale without the intervention of the court. 

(2) No such power shall be exercised unless and until,— 

(a) the Board has previously authorized the exercise of the 
power conferred by sub-section (1), after hearing the objec¬ 
tions, if any, of the mortgagor; 

(b) notice in writing requiring payment of such mortgage money 
or part has been served upon— 

(i) the mortgagor; 

(ii) any person who has any interest in or charge upon the 
property mortgaged or in or upon the right to redeem 
the same ; 

(iii) any surety for the payment of the mortgage debt or 
any part thereof ; and 

(iv) any creditor of the motgagor who has in a suit for the 
administration of his estate obtained a decree for sale 
of the mortgaged property; 

(c) default has been made in payment of such mortgage money 
or part thereof for three months after such service. 

85. Powers of land mortgage bank where mortgaged property 
is destroyed or security becomes insufficient. —Where any property 
mortgaged to a land mortgage bank is wholly or partially destroyed 
or the security is rendered insufficient and the mortgagor, having 
been given a reasonable opportunity by the Committee of the land 
mortgage bank, of providing further security enough to render the 
whole security sufficient or of repaying such portion of the loan as 
may be determined by the Committee, has failed to provide such 
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security or to repay such portion of the loan, the whole of the loan 
shall be deemed to fall due at once and the Committee shall be en¬ 
titled to take action against the Mortgagor under section 83 or sec¬ 
tion 84 for the recovery thereof. 

Explanation .—A security is insufficient within the meaning of this section 
unless the value of the mortgaged property exceeds the amount for the time 
being due on the mortgage by such proportion as may be specified in the bye¬ 
laws of the land mortgage bank. 


86. Power of Board or of Trustee to distrain and sell property 
etc. —(1) The Board or the Trustee may direct the committee of a 
land mortgage bank to take action against a defaulter under section 
83, section 84 or section 85 and if the Committee neglects or fails 
to do so, the Board or the Trustee may take such action. 

(2) (a) Where such action is taken by the Board, the provisions 
of this Chapter and of any rules made in this behalf shall apply in 
respect thereto as if all references to the land mortgage bank and to 
its Committee in the said provisions were references to the State 
Land Mortgage Bank and the Board, respectively. 

(b) Where such action is taken by the Trustee, the provisions 
of this Act and of any rules made thereunder shall apply in respect 
thereto as if all references to the mortgage bank or to its Committee 
in the said provisions were references to the Trustee. 

87. Title of purchaser not to be questioned on the ground of irre¬ 
gularity, etc.— Where any property is sold in the exercise or purport¬ 
ed exercise of a power of sale under section 83, the title of the pur¬ 
chaser shall not be questioned on the ground that,— 

(a) the circumstances required for authorising the sale had not 
arisen, or 

(b) due notice of the sale was not given, or 

(c) the power of sale was otherwise improperly or irregularly 
exercised; 

but any person who has suffered any damage by an unauthorised, 
improper or irregular exercise of any such power shall have a remedy 
in damages against the land mortgage bank. 

88. Mortgage not to be questioned on insolvency of mortgagor.— 

Notwithstanding anything contained in any law relating to insol¬ 
vency, a mortgage executed in favour of a land mortgage bank shall 
not be called in question on the ground that it was not executed in 
good faith for valuable consideration or on the ground that it was 
executed in order to give the land mortgage bank a preference over 
the other creditors of the mortgagor. 

89. Appointment of receiver and his powers. — (1) The Board 
may, on the application of a land mortgage bank and under circum¬ 
stances in which the power of sale conferred by section 84 may be 
exercised, appoint in writing a receiver of the produce and income 
of the mortgaged property or any part thereof and such receiver, 
shall be entitled either to take possession of the property or collect 
its produce and income, as the case may be, to retain out of any 
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money realised by him, his expenses of management including his 
remuneration, if any, as fixed by the Board, and to apply the balance 
in accordance with the provisions of sub-section (8) of Sectiop 69-A 
of the Transfer of Property Act 1882. 

(2) A receiver appointed under sub-section (1) may for suffi¬ 
cient cause and on application made, by the mortgagor, be removed 
by the Board. 

(8) A vacancy in the office of the receiver may be filled up by 
the Board. 

(4) Nothing in this section shall empower the Board to appoint 
a receiver where the mortgaged property is already in the posses¬ 
sion of a receiver appointed by a civil court. 

90. Mortgagors’ powers to lease. —(1) Notwithstanding anything 
contained in the Transfer of Property Act, 1882, or any other law 
for the time being in force, a mortgagor shall not grant a lease of the 
mortgaged property for a period exceeding five years. 

(2) Any lease granted in contravention of the provisions of sub¬ 
section (1) shall be void. 

91. Registration of documents executed on behalf of a land 
mortgage bank or of the State Land Mortgage Bank. —(1) Notwith¬ 
standing anything contained in the Indian Registration Act 1908) 
(16 of 1908) it shall not be necessary for any officer of a land mort¬ 
gage bank or of the State Land Mortgage Bank to appear in person 
or by agent at any registration office in any proceedings connected 
with the registration of any instrument executed by him in his offi¬ 
cial capacity or to sign as provided in section 58 of that Act, 

(2) Where any instrument is so executed, the registering officer 
to whom such instrument is presented for registration, may, if he 
thinks fit refer to such officer for information respecting the same, 
and on being satisfied of the execution thereof, shall register the 
instrument. 

92. Delegation of certain powers by Board. —The Board may, if 
it thinks fit, delegate all or any of its powers under sections 84, 86 
and 89 to an executive committee constituted by it and consisting 
of two or more of its members. 

93. Sections 102, 103 and 104 of the Transfer of Property Act, 
1882, to apply to notices under this Chapter. —The provisions of sec¬ 
tions 102 and 103 of the Transfer of Property Act, 1882 (4 of 1882) 
and of any rules made by the High Court under section 104 of that 
Act for carrying out the purposes of the said sections, shall apply, 
so far as may be, in respect of all notices to be served under this 
Chapter. 

94. Power of the Board to make regulations. —(1) The Board 
may, subject to the approval of the Trustee, make regulations not 
inconsistent with the provisions of this Chapter— 

(a) for fixing the period of debentures and the rate of interest 
payable thereon; 

(b) for calling in debentures after giving notice to debenture 
holders; 
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(c) for the issue of new debentures in place of debentures 
damaged or destroyed; 

(d) for converting one class of debentures into another bearing 
a different rate of interest; 

(e) for the inspection of the account books and proceedings of 
land mortgage banks; 

(f) for the submission of returns and reports by land mortgage 
banks in respect of their transactions; 

(g) for the periodical settlement of accounts between land mort¬ 
gage banks and for the payment of the amounts recovered 
by land mortgage banks on mortgages transferred or deemed 
under the provisions of section 80 to have been transferred 
to the State Land Mortgage Bank; 

(h) for specifying the form in which applications to land mort¬ 
gage banks for loans should be made and for the valuation 
of the properties offered as security fox such loans; 

(i) for the investment of moneys realized from mortgagors; and 

(j) generally for the purpose of carrying out the provisions of 
this Chapter. 
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EXECUTION OF AWARDS, DECREES, ORDERS AND DECISIONS 

95. Enforcement of charge. —Notwithstanding anything contained 
in Chapter IX, or any other law for the time being in force, but with¬ 
out prejudice to any other mode of recovery provided in this Act. 
the Registrar or any person subordinate to him empowered by the 
Registrar in his behalf, may, on the application of a co-operative so¬ 
ciety, make an order directing the payment of any debt or outstand¬ 
ing demand due to the society by any member or past or deceased 
member, by sale of the property or any interest therein, which is 
subject to a charge under sub-section (1) of section 31 : 

Provided that no order shall be made under this section, unless 
the member, past member or the nominee, heir or legal representa¬ 
tive of the deceased member, has been served with a notice of the 
application and has failed to pay the debt or outstanding demand 
within seven days from the date of such service. 

96. Execution of orders, etc. —Every order made by the Registrar 
under sub-section (2) of section 64 or under section 95, every deci¬ 
sion or award made under section 66, every order made by the 
liquidator under section 69 and every order made by the Tribunal 
under section 101, 103. 104 or 105 and every order made under sec¬ 
tion 102, shall if not carried out,— 

(a) on a certificate signed by the Registrar, or any person autho¬ 
rised by him in this behalf, be deemed to be a decree of 
a civil court and shall be executed in the same manner 
as a decree of such court; or 

(b) be executed according to the law and under the rules for the 
time being in force for the recovery of arrears of land 
revenue : 

Provided that any application for the recovery in such manner 
of any sum shall be made, 

(i) to the Collector and shall be accompanied by a certificate 
signed by the Registrar or by any person authorised by him 
in this behalf; 

(ii) within twelve years from the date fixed in the order, deci¬ 
sion or award and if no such date is fixed, from the date of 
the order, decision or award, as the case may be; or 

(c) be executed by the Registrar or any other person subordi¬ 

nate to him empowered by the Registrar in this behalf, by 
the attachment and sale or sale without attachment of 
any property of the person or a co-operative society against 
whom the order, decision or award has been obtained or 
passed. \ 

97. Registrar or person empowered by him to be a civil court 
for certain purposes.—' The Registrar or any person empowered by 
him in this behalf shall be deemed, when exercising any powers 
under this Act for the recovery of any amount by the attachment 
and sale or by sale without attachment of any property, or when 
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passing any orders on any application made to him for such recovery 
or for taking a step-in-aid of such recovery, to be civil court for the 
purposes of Article 182 of the First Schedule to the Indian Limita¬ 
tion Act 1908 (9 of 1908). 

98. Attachment of property before award or order. —If the Re¬ 
gistrar is satisfied on an application, report, inquiry or otherwise, 
that any person with intent to delay or obstruct the enforcement of 
any order, decision or award that may be made against him under 
the provisions of this Act,— 

(a) is about to dispose of the whole or any part of his property, 
or 

(b) is about to remove the whole or any part of his property 
from the jurisdiction of the Registrar, the arbitrator or liqui¬ 
dator, as the case may be, 

he may, unless adequate security is furnished, direct the attachment 
of the said property ; and such attachment shall have the same effect 
as if made by a competent civil court. 

99. Recovery of sums due to Government. —(1) All sums due 
from a co-operative society or from an officer or member or past mem¬ 
ber of a co-operative society as such to Government, including any 
costs awarded to Government under any provision of this Act, may, 
on a certificate issued by the Registrar in this behalf, be recovered 
in the same manner as arrears of land revenues. 

(2) Sums due from a society to Government and recoverable 
under sub-section (1) may be recovered, firstly, from the property 
of the society; secondly, in the case of a society the liability of the 
members of which is limited, from the members, past members or the 
estates of deceased members, subject to the limit of their liability; 
and, thirdly, in the case of other societies, from the members, past 
members or the estates of dceased members: 

Provided that the liability of past members and the estates of 
deceased members shall in all cases be subject to the provisions of 
section 24. 
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APPEALS, REVISION AND REVIEW 

100. Co-operative Tribunal. —(1) The State Government, shall 
constitute a Tribunal to be called the Co-operative Tribunal, to exper- 
cise the functions conferred on the Tribunal under this Chapter. 

(2) The Tribunal shall consist of not more than three members' 
possessing such qualifications as may be prescribed. 

(3) Where the Tribunal consists of three members, any two 
members shall form the quorum for the disposal of its business. 

(4) Any vacancy in the membership of the Tribunal shall be 
filled by the State Government. 

(5) Subject to the previous sanction of the State Government, 
the Tribunal shall frame regulations consistent with the provisions 
of this Act and the rules made thereunder, for regulating its proce¬ 
dure and the disposal of its business. 

(6) All regulations, made by the Tribunal, shall be published in 
the official gazette and shall come into force from the date of such 
publication. 

101. Appeals to the Tribunal. —Any person aggrieved by,— 

(a) any decision of the Registrar made under clause (a) of sub¬ 
section (1) of section 66; or 

(b) any decision of the person invested by the State Govern¬ 
ment with powers in that behalf under clause (b) of sub¬ 
section (1) of section 66; or 

(c) any avrard of an arbitrator under clause (c) of sub-section 
(1) of section 66; or 

(d) any order made under section 98 with a view to prevent¬ 
ing any delay or obstruction in the execution of any. decision 
or award that may be made under section 66; 

may within two months from the date of the decision, award or order, 
as the case may be, appeal to the Tribunal. 

102. Appeals to other authorities. —(1) An appeal shall lie under 
this section against,— 

(a) an order of the Registrar made under sub-section (2) of 
section 7 refusing to register a co-operative society; 

(b) an order of the Registrar made under sub-section (4) of sec¬ 
tion 12 refusing to register an amendment of the bye-laws of 
a co-operative society; 

(c) a decision of a co-operative society refusing to admit any per¬ 
son as a member of the society or expelling any member of 
the society; 

(d) an order of the Registrar removing the committee of a co¬ 
operative society made under section 29; 

(e) an order made by the Registrar under section 63 apportion¬ 
ing the costs of an inquiry held under section 61 or an ins¬ 
pection made under section 62; 
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(f) an order of surcharge made by the Registrar under sec¬ 
tion 64; 

(g) an order made by the Registrar under section 67 directing 
the winding up of a co-operative society; 

(h) any order made by the liquidator of a co-operative society 
in exercise of the powers conferred on him by section 69; 

(1) an order made by the Registrar under section 96; or 

(j) an order for attachment of any property made by the Regis¬ 
trar under section 98. 

(2) An appeal against any decision or order under sub-sec¬ 
tion (1) shall be made within sixty days from the date of the deci¬ 
sion or order,— 

(a) if the decision or order was made by the Registrar, to the 
State Government; or 

(b) if the decision or order was made by any other person, or 
a co-operative society to the Registrar; 

(3) No appeal shall lie under this section from any decision or 
order made by the Registrar in appeal. 

Explanation .—For the purposes of this section, Registrar shall not include 
any person exercising all or any of the powers of the Registrar. 

103. Revision by Tribunal.— The Tribunal may call for and exa¬ 
mine the record of any proceedings in which an appeal lies to it for 
the purpose of satisfying itself as to the legality or propriety of any 
decision or order passed and if in any case it shall appear to the 
Tribunal that any such decision or order should be modified, annulled 
or revised, the Tribunal may pass such order thereon as it may deem 
fit. 

104. Review of orders by Tribunal. —(1) The Tribunal may, either 
on the application of the Registrar or on the application of any party 
interested, review its own order in any case and pass in reference 
thereto such order as it thinks fit: 

Provided that no such application shall be entertained unless the 
Tribunal is satisfied that there has been a discovery of new and im¬ 
portant matter or evidence which after the exercise of due diligence 
was not within the knowledge of the applicant or could not be pro¬ 
duced by him at the time when its order was made or that there 
has been some mistake or error apparent on the face of the record 
or for any other sufficient reason: 

Provided further that no such order shall be made under this 
sub-section unless notice has been given to all interested parties 
and they have been given a reasonable opportunity of being heard. 

(2) An application for review under sub-section (1) by any party 
shall be made within ninety days from the date of the communica¬ 
tion of the order of the Tribunal. 

105. Interlocutory orders by Tribunal. —Where an appeal is 
made to the Tribunal under section 101 or where the Tribunal calls 
for the record of a case under section 103 it may, in order to prevent 
the ends of justice being defeated, make such interlocutory orders 
pending the decision of the appeal or revision as it may deem fit. 

R—2 M. of F. & A./57 
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OFFENCES AND PENALTIES 

106. Offences.—(1) Any person other than a co-operative society 
carrying on business under any name or title of which the word “co¬ 
operative" or its equivalent in any Indian language, is part, without 
the sanction of the State Government shall be punishable with a 
fine which may extend to two hundred rupees. 

(2) Any member or past member or the nominee, heir or legal 
representative of a deceased member of a co-operative society who 
contravenes the provisions of section 32 by disposing of any pro¬ 
perty in respect of which the society is entitled to have a first charge 
under that section or do any other act to the prejudice of such claim, 
shall be punishable with fine which may extend to two hundred 
rupees. 

(3) A co-operative society or an officer or member thereof wil¬ 
fully making a false return or furnishing false information, or any 
person wilfully or without any reasonable excuse disobeying any 
summons requisition or lawful written order issued under the provi¬ 
sions of this Act or wilfully not furnishing any information required 
from him by a person authorised in this behalf under the provisions 
of this Act, shall be punishable with fine which may extend to two 
hundred rupees. 

(4) Any employer, who, without sufficient cause, fails to pay 
to a co-operative society the amount deducted by him under sub¬ 
section (2) of section 32 within a period of fourteen days from the 
date on which such deduction is made shall, without prejudice to 
any action that may be taken against him under any law for the 
time being in force, be punishable with fine which may extend to 
five thousand rupees. 

107. Cognizance of offences. —(1) No court inferior to that of a 
Presidency Magistrate or a Magistrate of the first class shall try any 
offence under this Act. 

(2) No prosecution shall be instituted under this Act without 
the previous sanction of the Registrar and such sanction shall not 
be given without giving to the person concerned an opportunity to 
represent his case. 
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Chapter XV 

MISCELLANEOUS 

108. Prohibition against the Use of the word “co-operative”.—No 

person other than a co-operative society shall trade or carry on busi¬ 
ness under any name or title of which the word “co-operative” or 
its equivalent in any Indian language is part: 

Provided that nothing in this section shall apply to the use by 
any person or his successor in interest of any name or title under 
which he carried on business at the date on which the Co-operative 
Societies Act 1912 (2 of 1912), came into operation 

109. Address of a co-operative sociftty.— Every co-operative so¬ 
ciety shall have an address registered in accordance with the rules 
to which all notices and communications may be sent and shall send 
to the Registrar notice of any change thereof within thirty days of 
the change. 

110. Copy of Act, rules and bye-laws to open to inspection.— 

Every co-operative society shall keep a copy of this Act, the rules 
and its bye-laws open to inspection free of charge at all reasonable 
times at the registered address of the society. 

111. Powers of civil court. —(1) In exercising the function con¬ 
ferred on it by or under this Act, the Tribunal, the Registrar the arbi¬ 
trator or any other person deciding a dispute and the liquidator of 
a co-operative society shall have all the powers of a civil court, while 
trying a suit, under the code of Civil Procedure, 1908 (5 of 1908), in 
respect of the following matters, namely:— 

(a) summoning and enforcing the attendance of any person and 
examining him on oath; 

(b) requiring the discovery and production of any document; 

(c) proof of facts by affidavits; and 

(d) issuing commissions for examination of witness. 

(2) In the case of any affidavit, any officer appointed by the Tri¬ 
bunal, Registrar, the arbitrator or any other person deciding a dispute 
or the liquidator, as the case may be, in this behalf may administer 
the oath to the deponent. 

112. Bar of jurisdiction of courts.—(1) Save as provided in this 
Act, no civil or revenue court shall have any jurisdiction in respect 
of,— 

(a) the registration of a co-operative society or bye-laws or of 
an amendment of a bye-law; 

(b) the removal of a Committee; 

(c) any dispute required under section 65 to be referred to the 
Registrar; 

(d) any matter concerning the winding up and the dissolution 
of a co-operative society. 
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(2) While a co-operative society is being wound up, no suit or 
other legal proceedings relating to the business of such society shall 
be proceeded with, or instituted against, the liquidator as such or 
against the society or any member thereof, except by leave of the 
Registrar and subject to such terms as he may impose. 

(3) Save as provided in this ‘Act, no order, decision or award 
made under this Act shall be questioned in any court on any ground 
whatsoever. 

113. Power to exempt societies from conditions of registration.— 

Notwithstanding anything contained in this Act. the State Govern¬ 
ment may, by special order in each case and subject to such condi¬ 
tions, if any, as it may impose, exempt any co-operative society from 
any of the requirements of this Act as to registration. 

114. Power to exempt class of societies. —The State Government 
may, by general or special order exempt any co-operative society or 
any class of societies from any of the provisions of this Act or may 
direct that such provisions shall apply to such society or class of 
societies with such modifications as may be specified in the order. 

115. Register of members. —Any register or list of members or 
sares kept by any co-operative society shall be p rima facie evid¬ 
ence of any of the following entered therein, 

(a) the date on which the name of any person was entered in 
such register or list as a member; 

(b) the date on which any such person ceased to be a member 

116. Proof of entries in co-operative society’s books.—(1) A copy 
of any entry in a book of a co-operative society regularly kept in 
the course of its business, shall, if certified in such manner as may¬ 
be prescribed, be received in any suit or legal proceedings as prima 
facie evidence, of such entry and shall be admitted as evidence of 
the matters, transactions and accounts therein recorded in the same 
manner and to the same extent as the original entry itself is admis¬ 
sible. 

(2) A co-operative society may giant copies of any document 
obtained and kept by it in the course of its business, or of any entries 
in such document; and any copy so granted shall, when certified in 
such manner as may be prescribed, be admissible in evidence for any 
purpose in the same manner and to the same extent as the original 
document, or the entries therein, as the case may be. 

(3) No officer of a co-operative society and no officer in whose 
office the books of a co-operative society are deposited after liquida¬ 
tion shall, in any legal proceedings to which the society or the liqui¬ 
dator is not a party, be compelled to produce any of the society’s 
books or documents the contents of which can be proved under this 
section, or to appear as a witness to prove the matters, transactions 
and accounts therein recorded, except under order of the court, Tri¬ 
bunal or the arbitrator made for special cause. 

117. Service of notice under the Act. —Every notice or order issu¬ 
ed or made under this Act may be served on any person, by pro¬ 
perly addressing it to the last known place of residence or business 
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of such person prepaying and posting by registered post a letter con¬ 
taining the notice or order and unless the contrary is proved, such 
service shall be deemed to have been effected at the time at which 
the letter would be delivered in the ordinary course. 

118. Notice necessary in suits. —No suit shall be instituted 
against a co-operative society or any of its officers in respect of any 
act touching the constitutions, management or the business of the 
society until the expiration of two months next after no¬ 
tice in writing has been delivered to the Registrar, or left at his 
office, stating the cause of action, the name, description and place 
of residence of the plaintiff and the relief which he claims; and the 
plaint shall contain a statement that such notice has been so deli¬ 
vered or left. 

119. Acts of co-operative societies not to be invalidated by cer¬ 
tain defects. —No act of a co-operative society or any committee or 
of any officer shall be deemed to be invalid by reason only of the 
existence of any defect in the constitution of the society or the com¬ 
mittee or in the appointment or election of an officer or on the ground 
that such officer was disqualified for his appointment. 

120. Indemnity.—No suit, prosecution or other legal proceedings 
shall lie against the Registrar or any person subordinate to him or 
acting on his authority in respect of anything in good faith done or 
purporting to have been done under this Act. 

121. Companies Act, 1956 not to apply. —The provisions of the 
Companies Act 1956 (1 of 1956), shall not apply to co-operative socie¬ 
ties. 

122. Savings of existing societies.—(1) Any co-operative societ} 

now existing which has been registered under the Co-operative Cre¬ 
dit Societies Act 1904 (10 of 1904), or under the Co-operative Socie¬ 
ties Act 1912 (2 of 1912), or under any other law relating to Co-opera¬ 
tive Societies in force in the State of. shall be deemed to be 

registered under this Act, and its bye-laws shall, so far as the same 
are not inconsistent with the express provisions of this Act, continue 
in force until altered or rescinded. 

(2) All appointments, rules and orders made, notifications and 
notices issued and suits and other proceedings instituted under any 
of the said Acts or law shall, so far as may be, be deemed to have 
been respectively made, issued and instituted under this Act. 

123. Powers to make rules. —(1) The State Government may, 
for the whole or any part of the State and for any class of co-opera¬ 
tive rocieties, after previous publication, make rules to carry out 
the purposes of this Act. 

(2) In particular, and without prejudice to the generality of the 
foregoing power, such rules may provide for all or any of the fol¬ 
lowing matters, namely:— 

(a) the applicant to whom the order refusing the registration of 
a co-operative society may be sent by the Registrar; 

(b) the procedure and conditions for change in the form and 
extent of the liability of a co-operative society; 
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(c) the matters in respect of which a co-operative society shall 
or may make bye-laws; 

(d) the procedure to be followed for amendment of bye-laws by 
a co-operative society; 

(e) the qualifications or disqualifications of individuals who may 
be admitted as members of co-operative societies ; 

(f) the provision for a second or casting vote by the chairman 
of a meeting of a co-operative society; 

(g) the appointment by a co-operative society of one of its 
members to represent and vote on its behalf at a meeting 
of another co-operative society of which it is a member; 

(h) the maximum number of shares or portion of the share 
capital of a co-operative society which may be held by an 
individual member; 

(i) the procedure for the nomination of a person to whom the 
share or interest of a member on his death may be trans¬ 
ferred or the value thereof may be paid; 

(j) the mode in which the value of a deceased member’s share 
shall be ascertained; 

(k) the election of members of Committee by the general body 
of a co-operative society; 

(l) the requisitioning of a general meeting of a co-operative 
society; 

(m) the remuneration payable to a new Committee or Adminis¬ 
trators appointed in place of a Committee removed by the 
Registrar; 

(n) the qualifications or disqualifications for membership of 
Committee of a co-operative society; 

(o) the qualifications of employees of co-operative societies ; 

(p) the prohibition against officers of a co-operative society be¬ 
ing interested in contracts with the society; 

(q) the matters connected with the direct and indirect partner¬ 
ship of the State Government in co-operative societies; 

(r) the rate at which dividend may be paid by co-operative 
societies; 

(s) the payment to be made to the “Co-operative Education 
Fund” by a co-operative society out of its net profits and the 
mode of its investment; 

(t) the mode of investment of funds of a co-operative society; 

(u) the objects of the reserve fund of a co-operative society; and 
mode of its investment; 

(v) the mode of disposal of reserve fund of a co-operative so¬ 
ciety on its winding up; 

(w) the extent and conditions subject to which a co-operative 
society may receive deposits and loans; 

(x) the restrictions on transactions by a co-operative society 
with non-members; 

(y) the restrictions on grant of loans by a co-operative society 
against its shares; 
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(z) the form and standards of fluid resources to be maintained 
by co-operative societies accepting deposits and granting 
cash credits; 

(aa) the levy of audit fees on co-operative societies; 

(bb) the procedure to be followed in proceedings before the Re¬ 
gistrar, arbitrator or other person deciding disputes; 

(cc) the conditions subject to which assets of a co-operative 
society shall vest in a liquidator and the procedure to be 
adopted in winding up of a co-operative society; 

(dd) the procedure for recovery of amounts due or payable to a 
co-operative society; 

(ee) the mode of making attachment before judgment; 

(ff) the procedure for the distraint and sale of property, mort¬ 
gaged to a land mortgage bank; 

(gg) the qualifications of members of the Tribunal; 

(hh) the manner of registering the address of a co-operative so¬ 
ciety; 

(ii) the account books and registers to be kept by a co-operative 
society and power of Registrar to direct the accounts and 
books to be written up; 

(jj) the manner of certification of entries in the books of a co¬ 
operative society and of copies of documents kept by it in 
the course of its business; 

(kk) the statements and returns to be furnished by a co-opera¬ 
tive societies to the Registrar; 

(11) the restrictions on persons appearing as legal practitioners; 
(mm) the inspection of documents and the levy of fees for granting 
certified copies thereof; and 

(nn) the matters expressly required or allowed by the Act to be 
prescribed. 

124. Repeal.—The. Co-operative Societies Act, 19.is 

hereby repealed. 
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CO-OPERATIVE SOCIETIES RULES 

In exercise of the powers conferred by section 123 of the .Co¬ 

operative Societies Act 1957, the State Government hereby makes the 
following rules. 

Chapter I 
PRELIMINARY 

1. Short title. —These rules may be called the.Co-operative 

Societies Rules, 1957. 

2r Definitions. —In these Rules, unless the context otherwise re¬ 
quires:— 

(a) ‘the Act’ means the .Co-operative Societies Act, 1957; 

(b) ‘co-operative year’ means the year ending with the 30th day 
of June or in the case of any co-operative society or class 
of co-operative societies the accounts of which are made up 
to any other date, with the previous, sanction of the Registrar, 
the year ending with such date; 

(c) ‘decree’ means any order, decision or award referred to in 
section 96 of the Act; 

(d) ‘decree holder’ means any person holding a decree as defined 
in clause (c); 

(e) ‘defaulter’ means any co-operative society against which or 
any person against whom, a decree as defined in clause (c) 
has been obtained; 

(f) ‘person’ includes the State Government and a co-operative 
society; 

(g) ‘Recovery Officer’ means a person subordinate to the Regis- 
tara>r who is empowered to exercise in a district, the powers 
of the Registrar under section 96 of the Act; 

(h) ‘Sale officer’ means an officer empowered by the Registrar, 
by general or special order, to attach and sell the property 
of defaulters or to execute any decree by attachment and sale 
of property. 
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Chapter II 


REGISTRATION OF CO-OPERATIVE SOCIETIES AND 
THEIR BYE-LAWS 

3. Communication of order of refusal to register a society.—(1) 

An application for the registration of a co-operative society shall men¬ 
tion the name and address of one of the applicants to whom corres¬ 
pondence may be addressed by the Registrar. 

(2) If the Registrar refuses to register a co-operative society, he 
shall communicate the order of refusal by registered post to the 
applicant referred to in sub-rule (1). 

4. Change of form and extent of liability. —(1) A change in the 
form and extent of liability of a co-operative society shall be effected 
by a resolution passed at a general meeting of the society. 

(2) At least fifteen days’ clear notice of such meeting shall be 
given to all the members of the co-operative society, which shall be 
accompanied by a copy of the proposed resolution. 

5. Subject mater of bye-laws. —(1) The bye-laws of a co-operative 
society shall provide for the following matters, namely— 

(a) the name and address of the society; 

(b) the area of its operations; 

(c) the objects of the society; 

(d) the manner in which funds may be raised and the maximum 
share capital which a single member may hold; 

(e) the nature and extent of the liability of the members; 

(f) the extent to which the society may borrow funds and the 
rates of interest payable on such funds; 

(g) the entrance and other fees to be collected from members; 

(h) the purposes for which its funds may be applied; 

(i) the terms and conditions of admission of members and their 
rights and liabilities; 

(j) in the case of credit societies: 

(i) the maximum loan admissible to a member, 

(ii) the maximum rates of interest on loans to members, 

(iii) the conditions on which loans may be granted to mem¬ 
bers, 

(iv) the procedure for granting extension of time for the re¬ 
payment of loans and advances, 

(v) the consequences of default in payment of any sum due, 
and 

(vi) the circumstances under which a loan may be recalled. 

(k) in the case of non-credit societies, the mode of conducting 
business, purchase, sale, stock taking and other allied matters; 

(l) the mode of holding meetings and of issue of notices; 
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(m) the mode of appointment and removal of the Committee and 
other officers, the duties and powers of the Committee and 
such officers and their term; 

(n) the disposal of net profits; 

(o) the preparation and submission of the annual statements spe¬ 
cified by the Registrar and the publication of the same; and 

(p) the constitution of an “Agricultural Credit Stabilisation 
Fund” in case of every co-operative society which facilita¬ 
tes the operations of affiliated agricultural co-operative cre¬ 
dit societies and which has received financial assistance from 
the State Government. 

(2) A society may make bye-laws for the following matters, 
namely— 

(a) the circumstances under which withdrawal from member¬ 
ship may be permitted; 

(b) the procedure to be followed in cases of withdrawal, ineli¬ 
gibility and death of members; 

(c) the conditions, if any, under which the transfer of share or 
interest of a member may be permitted; 

(d) the method of appropriating payments made by members 
from whom moneys are due; 

(e) the method of recruitment, the conditions of service and the 
authority competent to fix, revise or regulate the scales of 
pay and allowances of paid officers and employees of the 
society and the procedure to be followed in the disposal of 
disciplinary cases against them; 

(f) the authorisation of an officer or officers to sign documents 
and to institute and defend suits and other legal proceedings 
on behalf of the society. 

(3) The bye-laws of a co-operative society may provide for such 
matters not specified in sub-rule (1) and sub-rule (2) as are inciden¬ 
tal to the organisation of the society and the management of its 
business. 

6. Procedure regarding amendment of bye-laws. —(1) Where a co¬ 
operative society proposes to amend its bye-laws, no such amendment 
shall be made save by a resolution passed by a two-thirds majority 
of the members present and voting, at a general meeting of the so¬ 
ciety. 

(2) No such resolution shall be valid, unless notice of the propos¬ 
ed amendment has been given to the members of the society in ac¬ 
cordance with the bye-laws. 

(3) In every case in which a society proposes to amend its bye¬ 
laws, an application shall be made to the Registrar together with,— 

(a) a copy of the resolution referred to in sub-rule (1) and 
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(b) a certificate signed by the presiding authority of the meeting 
that the procedure specified in sub-rule (1) and sub-rule (2) 
and in the bye-laws has been followed. 

(4) Every such application shall be made within fourteen days 
from the date of the general meeting at which such amendment was 
passed : 

Provided that the Registrar may condone the delay, if any, for 
sufficient cause. 

(5) When the Registrar registers an amendment of the bye-laws 
of a co-operative society, he shall send a copy thereof to the society 
if any, to which the co-operative society is affiliated. 



CHAPTER III 


MEMBERS OF CO-OPERATIVE SOCIETIES: THEIR RIGHTS 

AND LIABILITIES 

7. Disqualifications for membership. —(1) No person shall be 
eligible for admission as a member of a co-operative society, if he— 

(a) has applied to be adjudicated an insolvent or is an undis¬ 
charged insolvent; or 

(b) has been sentenced for any offence, other than an offence of 
a political character or an offence not involving moral tur¬ 
pitude, and a period of five years has not elapsed from date 
of expiry of the sentence. 

(2) If a member becomes subject to any of the disqualifications 
specified in sub-rule (1), he shall be deemed to have ceased to be a 
member from the date when the disqualification was incurred. 

8. Prohibition of membership in two credit societies. —No indi¬ 
vidual, being a member of a primary co-operative credit society, 
shall be a member of any other such society without the general or 
special sanction of the Registrar, and where an individual has be¬ 
come a member of two such credit societies, either or both of the 
societies shall be bound to remove him from membership upon a 
written requisition from the Registrar to that effect. 

9. Admission of members before the general meeting of a so¬ 
ciety. —No co-operative society shall admit members within fourteen 
dgys prior to the date of its annual general meeting. 

10. Chairman to have second or casting vote. —In the event of 
an equality of votes the chairman of a meeting of a cc-operative so¬ 
ciety shall have a second or casting vote. 

11. Disabilities of a defaulting member. —(1) No member of a 
cc-operative society, who is in arrears to the society in respect of any 
loan taken by him, for such period as is specified in its bye-laws, or 
in any case for a period exceeding three months, shall be appointed 
to represent the society in any other co-operative society and to vote 
on its behalf in such other co-operative society. 

(2) Where a member of a co-operative society so appointed falls 
in arrears to the society for the period specified in sub-rule (1), sub¬ 
sequent to his appointment, he shall cease to be a representative of 
the society as from the end of the said period. 

12. Nomination of an heir. — (1) A member of a co-operative 
society may nominate a person or persons to whom, in the event of 
his death, his share or interest in the capital of the society shall be 
transferred or the value thereof or any other moneys due to him 
from the society shall be paid. Such member may, from time to 
time revoke or vary such nomination. 

(2) The number of persons who may be nominated by a mem¬ 
ber shall not exceed the number of shares held by the member. 
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(3) When a member nominates more than one person in res¬ 
pect of any shares held by him, he shall, as far as practicable, 
specify the amount to be paid or transferred to each nominee in 
terms of a whole share. 

(4) A nomination made by a member under this rule shall not 
be valid and shall not, in the event of the death of the member, 
have effect, unless,— 

(a) it is made in writing and is signed by the member in the 
presence of at least two witnesses; and 

(b) it is registered in the books of the society kept for the pur¬ 
pose. 

13. Value of share of a member.— (1) If a member resigns his 
membership cf a co-operative society or is removed under rule 8, or 
dies or otherwise ceases to be a member, the sum representing the 
value of his share or interest in the capital of the society to be paid 
to him or his nominee, heir or legal representative, as the case may 
be, shall be ascertained in the manner following:— 

(1) in the case of a society with unlimited liability, it shall be 
the actual amount received by the society in respect of such 
share or interest; 

(ii)' in the case of a society with limited liability, it shall be the 
amount arrived at by a valuation based on the financial po¬ 
sition of the society as shown in the last audited balance 
sheet preceding the resignation, removal or death, as the 
case may be; provided that the amount so ascertained shall 
not exceed the actual amount received by the society in res¬ 
pect of such share or interest. 

(2) In case of a dispute between a member or his nominee, heir 
or legal representative and the society regarding the value of the 
share or interest in the share capital, the decision of the Registrar 
thereon shall be final. 



Chapter IV 

MANAGEMENT OF SOCIETIES 

14. Election of members of Committee by general body.—(1) A 

co-operative society may, for the purpose of election of members to 
its Committee divide its membership into different groups on a 
territorial or any other basis. 

(2) The bye-laws of such a society may specify the number or 
proportion of the members of the Committee who may be elected 
to represent each such group on the Committee and may specify 
further that such representatives may be elected,— 

(a) by all the members of the society; or 

(b) by only that particular group of members of the society to 
which such representatives belong. 

15. Remuneration payable to new Committee or Administrator.— 

(1) The remuneration payable to a Committee or Administrators ap¬ 
pointed under section 3t) shall be such as the Registrar may, from time 
to time, determine. 

(2) The amount of such remuneration and the other costs, if 
any, incurred in relation to the management of the co-operative 
society by the Committee or the Administrators shall be payable 
from the funds of the society. 

16. Disqualification for membership of Committee—(1) No person 
shall be eligible for appointment as a member of the Committee of 
a co-operative society, if, 

(a) he is in default to the society in respect of any loan taken by 
him, for such period as is specified in the bye-laws of the so¬ 
ciety, or in any case for a period exceeding three months, or 

(b) he has, directly or indirectly, any interest in any subsisting 
contract made with the society or in any property sold or pur¬ 
chased by the society or in any other transaction of the socie¬ 
ty, except in any investment made in, cr any loan taken 
frcm, the society. 

(2) A member of the Committee of a co-operative society shall 
cease to hold his office as such, if he incurs any of the disqualifications 
mentioned in sub-rule (1). 

17. Officers and employees of co-operative societies.— (1) No 

co-operative society shall appoint any person as its paid officer or 
employee in any category of service, unless he possesses the quali¬ 
fications and furnishes the security as specified by the Registrar 
from time to time, for such category of service in the society, or for 
the class of societies to which it belongs. 

(2) No co-operative socfety shall retain in service any paid offi¬ 
cer or employee, if he does net acquire the qualifications or furnish 
the security as is referred to in sub-rule (1) within such time as the 
Registrar may direct. 
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(3) The Registrar may for special reasons, relax in respect of 
any paid officer or employee, the provisions of this rule in regard 
to the disqualifications he should possess or the security he should 
furnish. 

18. Prohibition against being interested in contracts etc.—(1) 

No officer of a co-operative society shall have an interest, directly 
or indirectly otherwise than as such officer,— 

(a) in any contract made with the society; or 

(b) in any property sold or purchased by the society; or 

(c) in any other transaction of the society except as investment 
made or as loan taken from the society or the provision of 
residential accommodation by the society to any paid em¬ 
ployee cf the society. 

(2) No officer of a co-operative society shall purchase, directly 
or indirectly, any property of a member of the society sold for the 
recovery of his dues to the society. 



Chapter V 

PROPERTIES AND FUNDS OF CO-OPERATIVE SOCIETIES 

19. Co-operative Education Fund. —Every co-operative society 
shall contribute such amount not exceeding five per cent, as may be 
directed by the Registrar from time to time, out of its net profits 
of the year to the ‘Co-operative Education Fund’ to be administered 
by the State Co-operative Union, or if there is no such union, by a 
committee appointed by the Registrar. The contributions payable 
by a society shall be a charge on funds of the society and shall be 
recoverable in the manner provided in section 96. The State Co-ope¬ 
rative Union or the committee shall prepare regulations with the 
approval of the Registrar for the utilisation and administration of 
the Fund and such regulations shall, among other things provide 
for contributions to the All-India Co-operative Union. 

20. Disposal of unappropriated profits. —Any profits-not appro¬ 
priated in the manner specified in the Act, the rules and the bye-laws 
shall forthwith be credited by a co-operative society to its reserve 
fund. 

21. Investment of funds. —(1) A co-operative society may, with 
the previous sanction of the Registrar, invest the whole or any por¬ 
tion of its funds in the purchase or lease of land or in the acquisition, 
construction cr renewal of any building that may be necessary to 
conduct its business. The amount of the funds so invested shall be 
recouped on such terms as may be determined in each case by the Re¬ 
gistrar. 

(2) The provision of sub-rule (1) shall not apply— 

(a) to immovable property purchased— 

(i) by a co-operative society at a sale held in execution of 
a decree obtained by it, for the recovery of any sum due 
to it; or 

(ii) by a financing bank at a sale held in execution of a 
decree obtained by a co-operative society financed by it, 
for the recovery of any sum due to such society or at 
a sale brought about by the liquidator or such society; 
or 

(c) to the purchase or lease of lands or purchase, construction or 
renewal of buildings by a co-operative society whose objects 
according to its bye-laws include such purchase, lease, cons¬ 
truction or renewal. 

(3) No recoupment of the amount invested under this rule shall 
be necessary where the investment is made— 

(a) by a co-operative society from its building fund constituted 
out of profits; or 

(b) by a co-operative society, other than a credit society, in 
which the share capital raised from the members is intend¬ 
ed to build up the special kind cf business for which it has 
been registered. 
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(4) Nothing in this rule shall apply to the investment of the 
reserve fund of a co-operative society and such investment shall be 
governed by rule 22. 

22. Object and investment of reserve fund. —(1) A reserve fund 
maintained by a co-operative society shall belong to the society and 
is intended to meet unforeseen losses. It shall be indivisible and no 
member shall have any claim to a share in it. 

(2) A co-operative society shall not invest or deposit its reserve 
fund except in one or more of the modes mentioned in clauses (a) 
to (d) of section 54 of the Act : 

Provided that the Registrar may, by general or special order, 
permit any co-operative society or any class of co-operative societies 
to invest the reserve fund or a portion thereof in its own business. 

(3) No co-operative society whose reserve fund has been separa¬ 
tely invested or deposited shall draw upon, pledge or otherwise em¬ 
ploy such fund, except with the sanction of the Registrar previously 
obtained in writing. 

23. Disposal of reserve fund on winding up of a co-operative so¬ 
ciety. —(1) On the winding up of a co-operative society, the reserve 
fund together with other funds constituted by the society in accor¬ 
dance with its bye-laws, shall be applied by the liquidator to the 
discharge of such liabilities of the society as may remain undischarg¬ 
ed out of the assets of the society, in the following order, namely : — 

(a) the debts of the society; 

(b) the paid-up share capital; and 

(c) the dividend upon paid up share capital at rates not exceed¬ 
ing six per cent for any period or periods for which dividend 
has not been paid; or such dividend upon paid up share ca¬ 
pital as will bring the dividend to the maximum rate for 
any period for which the dividend at a rate lower than the 
maximum specified has been paid. No dividend shall, however, 
be paid on share capital if the bye-laws of the society do 
net provide for payment of dividend. 

(2) Any surplus funds remaining after the payments mention¬ 
ed in sub-rule (1) shall be utilised in the following manner and 
subject to the following conditions namely:— 

(a) in the case of a co-operative society, other than a financing 
bank,— 

(i) the surplus funds shall be applied to such object of pub¬ 
lic utility as may be selected by the general body of the 
dissolved society at a meeting and approved by the Re¬ 
gistrar. It shall be competent for the liquidator to con¬ 
stitute a trust to carry out such object and to require 
the general body to select a trustee or trustees from 
among the ex-members or other persons. If the general 
body does not select a trustee cr trustees or if the selec¬ 
tion of a trustee or trustees by the general body is not 
acceptable to the liquidator, the liquidator may himself 
appoint a trustee or trustees. The trustee or trustees, as 
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the case may be, shall execute a deed in such form as 
the Registrar may from time to time specify. A trust 
created under this sub-clause shall be governed by the 
provisions of the law relating to public charitable trusts, 
for time being in force. 

(ii) if within thirty days after the issue of notice by the li¬ 
quidator appointed to wind up the affairs of the society, 
the general body fails to make any selection that is ap¬ 
proved by the Registrar, the Registrar may place the 
surplus funds on deposit or otherwise with a financing 
bank working in the area in which the society which 
is being wound up carried on its operations, until a new 
co-operative society with similar objects is registered 
in such area, in which case the funds shall be credited 
to the reserve fund of such society. If in the opinion of 
the Registrar, there is no prospect of a new society being 
formed in such area within a reasonable time, the Re¬ 
gister shall assign the amount to the bad debt reserve 
or the reserve fund of the financing bank working in 
such area 

(b) in the case of a financing bank, the surplus funds shall be 
assigned by the Registrar to the reserve fund or funds of 
any other financing bank or banks to which the societies 
working in the area in which the financing bank which is 
being wound up carried on its operations, are affiliated. If 
there is no financing bank working in such area, the Regis¬ 
trar shall invest the amount in the State co-operative bank, 
until a new financing bank is formed in such area, in which 
case the funds shall be credited to the reserve fund of such 
financing bank. 

24. Restrictions on borrowings by co-operative societies.—(1) 

Subject to the provisions of sub-rule (2), a co-operative society shall 
not receive deposits and loans, whether from members or non-mem¬ 
bers, which exceed the limit fixed, from time to time, by the Regis¬ 
trar in this behalf, for that society or for the class of societies to 
which it belongs. 

(2) A co-operative society which accepts deposits and loans from 
members only and has no liability to any person other than the 
members, may receive such deposits and loans in excess of the limit 
referred to in sub-rule (1), if the excess amount is deposited in a co¬ 
operative bank to which it is affiliated or is invested in Government 
or other securities specified in section 20 of the Indian Trusts Act, 
1882: 

Provided that the amount so deposited or invested, cr any part 
thereof, is not withdrawn or otherwise utilised except for the repay 
ment of the deposits accepted in excess of the aforesaid limit. 

25. Transactions with non-members. —No co-operative society 
shall enter into any transaction with a person other than a member 
except those referred to in sections 55 and 56, unless— 

(a) the bye-laws of the society permit it to enter into such trans¬ 
actions, and 

(b) previous sanction of the Registrar has been obtained by .the 
society. 
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26. Restrictions on grant of loans by a co-operative society against 
its own shares. —No co-operative society shall grant loans or make 
advances against the security of its own shares.' 

27. Maintenance of fluid resources. —Every co-operative society 
accepting deposits and granting cash credits shall maintain fluid re¬ 
sources in such form and according to such standards as may be fix¬ 
ed by the Registrar, from time to time, by general or special order. 



Chapter VI 
AUDIT 

28. Audit fees. — (1) Every co-operative society shall pay to the 
State Government a fee for the audit of its accounts for each co¬ 
operative year in accordance with the scale fixed by the Registrar, 
with the previous approval of the State Government, in respect of 
the class of societies to which it belongs. 

(2) All fees payable under this rule shall be recoverable in 
the manner specified in section 99 of the Act. 

(3) The Registrar may, subject to such conditions as may be laid 
down by the State Government, remit the whole or any part of the 
fees payable under sub-rule (1) by a particular society or by a 
particular class of societies for any year or other specified period. 
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Chapter VII 

SETTLEMENT OF DISPUTES 

29. Procedure for arbitration.— (1) A reference to the Registrar 
of any dispute under section 65 of the Act shall be in writing. 

(2) The period cf limitation for referring a dispute touching 
the constitution, management or the business of a co-operative so¬ 
ciety to the Registrar under sub-section (1) of section 65 of the Act 
shall be regulated by the provisions of the Indian Limitation Act, 
1908 (IX of 1908) as if the dispute were a suit and the Registrar a 
civil court: 

Provided that a dispute between (i) the society or its committee 
and (ii) any past committee, any past officers, past agent or past em¬ 
ployee, or the nominee, heirs or legal representatives of any deceas¬ 
ed officer, deceased agent or deceased employee of the society, shall 
where the dispute relates to any act or omission on the part of the 
society or its committee, or any past committee, any past officer, past 
agent or past employee, or the nominee, heirs or legal representatives 
of any deceased officer, deceased agent or deceased employee of the 
society, be referred to the Registrar within two years from the date 
on which the act or omission with reference to which the dispute 
arose, took place: 

Provided further that a dispute relating to the election of a mem¬ 
ber or an officer of the Committee of a co-operative society shall be 
referred' to the Registrar within two months from the date of de¬ 
claration of the result of the election with reference to which the 
dispute arose. 

(3) Where on receipt of a reference under sub-rule (1), the Re¬ 
gistrar decides under clause (c) of sub-section (2) of section 66 of 
the Act, to refer it for disposal by arbitration, the reference shall 
be made to one arbitrator appointed by the Registrar. 

(4) The Registrar, the arbitrator or other person deciding the 
dispute shall record a brief note of the evidence of the parties and 
v/itnesses who attend, and upon the evidence so recorded, and after 
consideration of any documentary evidence produced by the parties, 
a decision or award, as the case may be, shall be given in accor¬ 
dance with justice, equity and good conscience by such Registrar, 
arbitrator or other person. The decision or award given shall be re¬ 
duced to writing. In the absence of any party duly summoned to 
attend, the dispute may be decided ex varte. 

(5) (a) The Registrar shall have power to require the person 
referring a dispute under sub-section (1) of section 65 of the Act, 
to deposit in advance the fee specified by the Registrar for deciding 
the dispute. 

(b) The Registrar, arbitrator or other person deciding a dispute- 
under sub-section (2) of section 66 of the Act shall have power to 
order the expenses incurred in determining such dispute to be paid 
either out of the funds of the society or by such party or parties to 
the dispute, as he may think fit. 

(c) The Registrar may, in his discretion, remit the whole or any 
part of the fees collected under clause (a). 
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Chapter VIII 


WINDING UP AND DISSOLUTION OF CO-OPERATIVE SOCIETIES 

30. Procedure to be adopted by liquidator. —Where a liquidator 

has been appointed under sub-section (1) of section 68 of the Act, 
the following procedure shall be adopted : — 

(a) The appointment cf the liquidator shall be notified by the 
Registrar in the official gazette. 

(b) The liquidator shall, as soon as the order of winding up of 
the society takes effect, publish by such means as he may 
think proper a notice requiring all claims against the society 
the winding up of which has been ordered, to be submitted 
to him within two months of publication of the notice. All 
liabilities recorded in the account books of a society shall 
be deemed ipso facto to have been duly submitted to him 
under this clause. 

(c) The liquidator shall, after settling the assets and liabilities 
of the society as they stocd on the date on which the order 
for winding up is made, proceed next to determine the con¬ 
tribution to be made by each of its members, past members, 
or by the estates or nominees, heirs or legal representatives 
cf deceased members or by any officers or former officers, 
to the assets of the society under clauses (b) and (e) of sub¬ 
section (2) of section 69 of the Act. Should necessity arise, 
however, he may also make a subsidiary order regarding such 
contributions and such order shall be enforceable in the same 
manner as the original order. 

(d) The liquidator shall submit to the Registrar a quarterly 
report in such form as the Registrar may specify showing the 
progress made in the liquidation of the society. 

(e) The liquidator may empower any person, by general or 
special order in writing, to make collections and to grant 
valid receipts on his behalf. 

(f) All funds in the charge of the liquidator shall be deposited 
in the Government Treasury or in the Post Office Savings 
Bank or in a co-operative bank or with such other bank or 
person as may be approved by the Registrar and shall stand 
in his name. 

(g) The Registrar shall fix the amount of remuneration if any, 
to be' paid to the liquidator. The remuneration shall be in¬ 
cluded in the cost of liquidation which shall be payable out 
of the assets of the society in priority to all other claims. 

(h) The liquidator shall have power to call for meetings of 
members of the society, under liquidation. 

(i) At the conclusion, of the liquidation, a general meeting of 
the society which has been wound up shall be called at which 
the liquidator or any person authorised by him by special 
or general order in writing in this behalf shall summarise 
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the result of his proceedings, and shall take a vote as to the 
disposal of any surplus funds in the manner prescribed in 
sub-rule (2) of rule 23. 

(j) if any liability cannot be discharged by the liquidator 
owing to the whereabouts of the claimants not being known 
or for any other cause, the amount covered by such undis¬ 
charged liability may be deposited in a co-operative bank 
and shall be available for meeting the claims of the person 
or persons concerned. 

(k) A liquidator may, at any time, be removed by the Registrar 
and he shall on such removal be bound to hand over all 
the property and documents relating to the society under 
liquidation to such persons as the Registrar may direct. 

(]) The liquidator shall keep such books and accounts as may 
from time td time be required by the Registrar who may at 
any time cause such books and accounts to be audited. 

(m) All the books and records of a society whose registration has 
been cancelled, and the proceedings of liquidation, may be 
destroyed by the Registrar after the expiry of three years 
from the completion of the liquidation. 



Chapter IX 

EXECUTION OF AWARDS. DECREES, ORDERS AND DECISIONS 

31. Procedure in execution of award etc. — (1) Any decree-holder 
requiring the provisions of clause (c) of section 96, to be applied 
shall apply to the Recovery Officer within whose jurisdiction the de¬ 
faulter resides or the property of the defaulter is situated. 

(2) Every such application shall be made in the form specified 
by the Registrar and shall be signed by the decree-holder. The De¬ 
cree-holder may indicate whether he wishes to proceed against the 
immovable property mortgaged to the decree holder or other im¬ 
movable property or to secure the attachment of movable property. 

(3) On receipt of such application, the Recovery Officer shall 
verify the correctness and genuineness of the particulars set forth 
in the application with the records, if any, in the office of the Re¬ 
gistrar and prepare a demand notice in writing in duplicate in the 
form specified by the Registrar, setting forth the name of the defaul¬ 
ter and the amount due and forward it to a Sale Officer. 

(4) Unless the decree-holder has expressed a desire that proceed¬ 
ings should be taken in a particular order as laid down in sub-rule 
(2), execution shall ordinarily be taken in the following manner:— 

(i) movable property of the defaulter shall be first proceeded 
against, but this shall not preclude the immovable property 
being proceeded against simultaneously in case of necessity. 

(ii) if there is no movable property, or if the sale proceeds of 
the movable property, or properties attached and sold are in¬ 
sufficient to meet in full the demand of the decree-holder, the 
immovable property mortgaged to the decree-holder, or other 
immovable property belonging to the defaulter may be pro¬ 
ceeded against. 

(5) In the seizure and sale of movable property the following 
rules shall be observed : — 

(a) The sale officer, shall after giving previous notice to the de¬ 
cree-holder, proceed to the village where the defaulter re¬ 
sides or the property to be distrained is situated and serve 
a demand notice upon the defaulter if he is present. If the 
amount due together with the expenses be not at once paid, 
the sale officer shall make the distress and shall immediate¬ 
ly deliver to the defaulter a list or inventory of the property 
distrained and an intimation of place and day and hour 
at which the distrained property will be brought to sale if 
the amounts due are not previously discharged. If the de¬ 
faulter is absent, the sale officer shall serve the demand 
notice on some adult male member of his family, or on his 
authorized agent, or when such service cannot be effected, 
shall affix a copy of the demand notice on some conspicuous 
part of his residence. He shall then proceed to make the 
distress and shall fix the list of the property attached on the 
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usual place of residence of the defaulter, endorsing thereon 
the place where the property may be lodged or kept and 
an intimation of the place, day and hour of sale. 

(b) After the distress is made, the sale officer may arrange for 
the custody of the property attached, with the decree-holder 
or otherwise. If the sale officer requires the decree-holder to 
undertake the custody of the property he shall be bound 
to do so and any loss incurred owing to his negligence shall 
be made good by the decree-holder. If the attached pro¬ 
perty is livestock, the decree-holder shall be responsible for 
providing the necessary food therefor. The sale officer may, 
at the instance of the defaulter or of any person claiming 
an interest in such property, leave it in the village or place 
where it was attached, in the charge of such defaulter or per¬ 
son, if he enters into a bond in the form specified by the 
Registrar with one or more sufficient sureties for the pro¬ 
duction of the property when called for. 

(c) The distress shall be made after sunrise and before sunset 
and not at any other time. 

<d) The distress levied shall not be excessive, that is to say, the 
property distrained shhll be as % nearly as possible propor¬ 
tionate to the sum due by the defaulter together with inter¬ 
est and all expenses incidental to the distraint, detention 
and sale. 

(e) If crops or ungathered products of the land belonging to a 
defaulter *are attached, the sale officer may cause them to be 
sold when fit for reaping or gathering, or at his option may 
cause them to be reaped or gathered in due season and stor¬ 
ed in proper place until sold. In the latter case, the expense 
of reaping or gathering and storing such crops or products 
shall be defrayed by the owner upon his redeeming the pro¬ 
perty or from the proceeds of the sale in the event of its 
being sold. 

<f) The sale officer shall not work the bullocks or cattle, or make 
use of the goods or effect distrained; and he shall provide 
the necessary food for the cattle or livestock, the expense 
attending which shall be defrayed by the owner upon his 
redeeming the property or from the proceeds of the sale in 
the event of its being sold. 

■(g) It shall be lawful for the sale officer to force open any stable, 
cow house, granary, godown, out-house or other building and 
he may also enter any dwelling house, the outer door of 
which may be open and may break open the door of any room 
in such dwelling house for the purpose of attaching property 
belonging to a defaulter and lodged therein, provided al¬ 
ways that it shall not be lawful for the officer to break open 
or enter apartment in such dwelling house appropriated for 
the zenana or residence of women except as hereinafter pro¬ 
vided . 

(h) Where the sale officer may have reason to suppose that the 
property of a defaulter is iodged within a dwelling house the 
cuter door of which may be shut or within any apartments 
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appropriated to women which by custom or usage are con¬ 
sidered private, the sale officer shall represent the fact to 
the officer in charge of the nearest police station. On such 
representation the officer-in-charge of the said station shall 
send a police officer to the spot in the presence of who i the 
sale officer may force open the other door of such dwelling 
house, m like manner as he may break open the door of 
any room within the house except the zenana. The sale offi¬ 
cer may also in the presence of a police officer, after due 
notice given for the removal of women within a zenana and, 
after turmshmg means for their removal in a suitable 
manner if they be women of rank who, according 
to the custom or usage cannot appear in public, enter the 
zenana apartments for the purpose of distraining the defaul- 
ter s jjroperty^ if any, deposited therein, but such property, if 
found, shall be immediately removed from such apartments 
after which they shall be left free to the former occupants. 

The sale officer shall on the day previous to and on the day 
c sale cause proclamation of the time and place of the in¬ 
tended sale to be made by beat of drum in the village in 
which the defaulter resides and in such other place or places as 
[“I officer may insider necessary to give due publicity to 
the sale. No sale shall take place until after the expiration 
of the period of 15 days from the date on which the sale notice 
has been served or affixed in the manner prescribed in clause 

Provided that where the property seized is subject to 
speedy and natural decay, or where the expense of keeping it 
in custody is likely to exceed its value, the sale officer may 
sell it at any time before the expiry of the said period of 15 
days, unless the amount due is sooner paid. 

<j) At the appointed time the property shall be put up in one 
or more lots, as the sale officer may consider advisable, and 
snail be disposed of to the highest bidder: 


<i) 


Provided that it shall be open to the sale officer to decline 
to accept the highest bid where the price offered appears 
to be unduly low or for other reasons. Where the property 
is sold for more than the amount due, the excess ‘amount 
after deducting the interest and the expenses of process and 
the other charges, shall be paid to the defaulter: 

Provided, further, that the Recovery Officer or the sale 
officer may, m his discretion, adjourn the sale to a specified 
day and hour recording his reasons for such adjournment 
Where a sale is so adjourned for a longer period than 7 days 
a fresh proclamation under clause (h) shall be made unless 
the judgment debtor consents to waive it. 


<k) The property shall be paid for in cash at the time of sale 
or as soon thereafter as the officer holding the sale shall ap¬ 
point, and the purchaser shall not be permitted to carry away 
any part of the property until he Has paid for it in full. Where 
the purchaser may fail in the payment of purchase money 
the property shall be resold. ’ 
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(1) Where it is proved to the satisfaction of any civil court of 
competent jurisdiction that any property which has been dis¬ 
trained under these rules has been forcibly or clandestinely 
removed by any person, the court may order forthwith such 
property to be restored to the sale officer. 

(m) Where prior to the day fixed for sale, the defaulter or any 
person acting on his behalf or any person claiming an inter¬ 
est in the property attached, pays the full amount due includ¬ 
ing interest, batta and other costs incurred in attaching the 
property, the sale officer shall cancel the order cf attachment 
and release the property forthwith. 

(n) The movable properties mentioned as exempt from attach¬ 
ment in the proviso to section 60 of the Code of Civil Pro¬ 
cedure, 1908 (5 of 1908), shall not be liable to attachment or 
sale under these rules. 

(6) Where the movable property to be attached is the salary or 
allowance or wages cf a public officer or of a servant of a railway 
company or local authority or a firm or a company, the Recovery 
Officer may, on receiving a report from the sale officer, order that the 
amount shall, subject to the provisions of section 60 of the Code of 
Civil Procedure, 1908 (5 of 1908), be withheld from such salary or 
allowances or wages either in one payment or by monthly instalments 
as the said Recovery Officer may direct and upon notice of the order, 
the officer or other person whose duty it is to disburse such salary or 
allowance or wages shall withhold and remit to the sale officer, the 
amount due under the order or the monthly instalment, as the case 
may be. 

(7) (i) Where the property to be attached consists of the share or 
interest of the defaulter in movable property belonging to him and 
another as co-owners, the attachement, shall be made by a notice to 
the defaulter, prohibiting him from transferring the share or inte¬ 
rest or charging it in any way. 

(ii) Where the property to be attached is a negotiable instrument 
not deposited in a court, nor in the custody of a public officer, the 
attachment shall be made by actual seizure and the instrument shall 
be brought to the office of the Recovery Officer ordering the attach¬ 
ment and be held subject to his further orders. 

(iii) Where the property to be attached is in the custody of any 
court or public officer, the attachement shall be made by a notice to 
such court or officer, requesting that such property and any interest 
or dividend becoming payable thereon may be held subject to the 
further orders or the Recovery Officer issuing the notice: 

Provided that where such property is in the custody of a court 
or Recovery Officer of another district, any question of title or prio¬ 
rity arising between the decree-holder and any other person not 
being the defaulter, claiming to be interested in such property by 
virtue of any assignment, attachment or otherwise shall be determin¬ 
ed by such court or Recovery Officer. 
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(8) (i) Where the property to be attached is a dercree either for 
the payment of money or for sale in enforcement of a mortgage or 
charge, the attachment shall be made if the decree sought to be 
attached was passed by the Registrar or by any person to whom a 
dispute was transferred by the Registrar under section 66 of the 
Act or by an arbitrator, then by the order of the Registrar. 

(ii) Where the Registrar makes an order under clause (i) he 
shall, on the application of the decree holder who has attached the 
decree, proceed to execute the attached decree and apply the net 
proceeds in satisfaction of the decree sought to be executed. 

(iii) The holder of a decree sought to be executed by the attach¬ 
ment of another decree of the nature specified in clause (i), shall be 
deemed to be the representative of the holder of the attached decree 
and to be entitled to execute such attached decree in any manner for 
the holder thereof. 

(iv) Where the property to be attached in execution of a decree 
is a decree other than a decree’of the nature referred to in clause (i), 
the attachment shall be made by the issue of a notic by the Re¬ 
covery Officer to the holder of such decree, prohibiting him from 
transferring or charging the same in any way. 

(v) The holder of a decree attached under this sub-rule shall 
give the Recovery Officer executing the decree such information and 
aid as may reasonably be required. 

(vi) On the application of the holder of a decree sought to be 
executed by the attachment of another decree, the Recovery Officer 
making an order of attachment under this sub-rule shall give notice 
of such order to the judgment-debtor bound by the decree attached; 
and no payment or adjustment of the attached decree made by the 
judgment debtor in contravention of such order after receipt of 
notice thereof, either through the said Recovery Officer or otherwise, 
shall be recognised so long as the attachment remains in force. 

(9) Where the movable property to be attached is— 

(a) a debt due to the defaulter in question, 

(b) a share in the capital of a corporation or a deposit invested 
therein, or 

(c) other movable property not in the possession of the defaul¬ 
ter, except property deposited in or in the custody of, any 
civil court, the attachment shall be made by a written order 
signed by the Recovery Officer prohibiting— 

(i) in the case of a debt, the creditor from recovering the 
debt and the debtor from making payment thereof; 

(ii) in the case of a share or deposit, the person in whose 
name the share or the deposit may be standing, from 
transferring the share or deposit or receiving any divi¬ 
dend or interest thereon; and 
10—2 M. of F. & A./57 
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(iii) in the case of any other movable propetry except aforesaid, 
the person in possession of it from giving it over to the defaul¬ 
ter. 

A copy of such order shall be sent in the case of the debt to the 
debtor, in the case of the share of deposit to the proper officer of the 
corporation and in the case of the other movable property except 
as aforesaid to the person in possession of such property. As soon as 
the debt referred to in clause (a) or the deposit referred to in clause 
(b) mature, the Recovery Officer may direct the person concerned 
to pay the amount to him. Where the share is not withdrawable, the 
said Recovery Officer shall arrange for its sale through a broker. 
Where the share is withdrawable, its value shall be paid to the said 
Recovery Officer or to the party referred to in clause (c), the person 
concerned shall place it in the hands of the said Recovery Officer as 
it becomes deliverable to the defaulter. 

(10) Immovable property shall not be sold in execution of a de¬ 
cree unless such property has been previously attached; provided 
that where the decree has been obtained on the basis of a mortgage 
of such property it shall not be necessary to attach it. 

(11) In the attachment and sale or sale without attachment of 
immovable property the following rules shall be observed: 

(a) The application presented under sub-rule (3) shall contain 
a description of the immovable property to be proceeded 
against, sufficient for its identification and in case such pro¬ 
perty can be identified by boundaries or numbers in a record 
of settlement or survey, the specification of such boundaries 
or numbers and the specification of the defaulter’s share or 
interest in such property to the best of the belief of the de¬ 
cree-holder and so far as he has been able to ascertain it. 

(b) The demand notice issued by the Recovery Officer 
under sub-rule (3) shall contain the name of the defaulter, 
the amount due, including the expenses, if any, and the batta 
to be paid to the person who shall serve the demand notice, 
the time allowed for payment and in case of non-payment, 
the particulars of the properties to be attached and sold 
or to be sold without attachment as the case may be. After 
receiving the demand notice, the sale officer shall serve or 
cause to be served a copy of the demand notice upon the de¬ 
faulter or upon some adult male member of his family at 
his usual place cf residence, or upon his authorised agent 
or, if such personal service is not possible, shall affix a copy 
copy thereof on some conspicuous part of the immovable 
property about to be attached and sold or sold without at¬ 
tachment, as the case may be: 

Provided that where the Recovery Officer is satisfied that 
a defaulter with intent to defeat or delay the execution pro¬ 
ceeding against him is about to dispose of the whole or any 
part of his property, the demand notice issued by the Re¬ 
covery Officer under sub-rule (3) shall not allow any time 
to the defaulter for payment of the amount due by him and 
the property of the defaulter shall be attached forthwith. 
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(c) If the defaulter fails to pay the amount specified in the de¬ 
mand notice within the time allowed, the sale officer shall 
proceed to attach and sell, or sell without attachment, as 
the case may be, the immovable property noted in the ap¬ 
plication for execution in the following manner. 

(d) Where attachment is required before sale, the sale officer 
shall, if possible, cause a notice of attachment to be served 
on the defaulter personally. Where personal service is not 
possible, the notice shall be affixed in some conspicuous part 
of the defaulter’s last known residence, if any. The fact of 
attachment shall also be proclaimed by beat of drum or other 
customary mode at some place on or adjacent to such pro¬ 
perty and at such other place or places as the Recovery 
Office may consider necessary to give due publicity to the 
sale. The attachment notice shall set forth that, unless the 
amount due with interest and expenses be paid within the 
date therein mentioned, the property will be brought to sale. 
A copy shall be sent to the decree-holder. Where the sale 
officer so directs the attachment shall also be notified by 
public proclamation in the official gazette. 

(e) Proclamation of sale shall be published by affixing a notice 
in the office of the Recovery Officer and the taluk office at 
least thirty days before the date fixed for the sale and also 
by beat of drum in the village (on two consecutive days 
previous to the date of sale and on the day of sale prior to 
the commencement of the sale). Such proclamation shall, 
where attachment is required before sale, be made after the 
attachment has been effected. Notice shall also be given to 
the decree-holder and the defaulter. The proclamation shall 
state the time and place of sale and specify as fairly and ac¬ 
curately as possible— 

(i) the property to be sold, 

(ii) any encumbrance to which the property is liable, 

(iii) the amount for the recovery of which sale is ordered, and 

(iv) every other matter which the sale officer considers mate¬ 
rial for a purchaser to know in order to judge the nature 
and value of the property. 

(f) When any immovable property is sold under these rules, the 
sale shall" be subject to the prior encumbrances on the pro¬ 
perty, if any. The decree-holder shall, when the amount for 
the realisation of which the sale is held exceeds Rs. 100, 
furnish to the sale officer within such time as may be fixed 
by him or by the Recovery Officer, an encumbrance certi¬ 
ficate from the Registration Department for the period of 
not less than twelve years prior to the date of attachment 
of the property sought to be sold, or in cases falling under 
the proviso to sub-rule (10), prior to the date of the appli¬ 
cation for execution. The time for production of 
the encumbrance certificate may be extended at 

the discretion of the sale officer or the Recovery Officer as 
the case may be. The sale shall be by public auction to the 
highest bidder, provided that it shall be open to the sale 
officer to decline to accept the highest bid where the price 
offered appears to be unduly low or for other reasons and 
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provided also that the Recovery Officer or the sale officer 
may, in his discretion, adjourn the sale to a specified day 
and hour, recording his reason for such adjournment. Where 
a sale is so adjourned for a longer period than 7 days, a fresh 
proclamation under clause (e) shall be made, unless the 
judgment-debtor consents to waive it. The sale shall be held 
after the expiry of not less than thirty days calculated from 
the date on which notice of the proclamation was affixed 
in the office of the Recovery Officer. The time and place of 
sale shall be fixed by the Recovery Officer and the place 
of sale shall be the village where the property to be sold is 
situated or such adjoining prominent place of public resort 
as may be fixed by the said Recovery Officer : 

Provided that in cases where an encumbrance certificate 
is not obtainable owing to the destruction of the connected 
records, an affidavit from the village patwari in regard to 
the encumbrances known to him supported by a certificate 
fi’om the Registration Department that the encumbrance 
certificate cannot be granted owing to the destruction of the 
connected records, shall be accepted in the place, of an 
encumbrance certificate. 

(g) A sum of money equal to 15 per cent of the price of the 
immovable property shall be deposited by the purchaser in 
the hands of the sale officer at the time of the purchase, and 
in default of such deposit, the property shall forthwith be 
resold : 

Provided that, where the decree-holder is the purchaser 
and is entitled to set off the purchase money under clause 
(k) the sale officer shall dispense with the requirements of 
this rule. 

(h) The remainder of the purchase money and the amount re¬ 
quired for the general stamp for the sals certificate shall 
be paid within fifteen days from the date of sale : 

Provided that the time for payment of the cost of the 
stamp may for good and sufficient reasons, be extended at 
the discretion of the Recovery Officer up to thirty days from 
the date of sale : 

Provided further that in calculating the amounts to be 
paid under this clause, the purchaser shall have the advan¬ 
tage of any set off to which he may be entitled under clause 
(k); and 

(i) In default of payment within the period mentioned in the 
last preceding clause, the deposit may, if the Recovery Offi¬ 
cer thinks fit after defraying the expenses of the sale be 
forfeited to the Government and the defaulting purchaser 
shall forfeit all claims to the property or to any part of the 
sum for which it may subsequently be sold. 

(j) Every resale of immovable property in default of payment 
of the amounts mentioned in clause (h) within the period al¬ 
lowed for such payment, shall be made after the issue of a 
fresh proclamation in the manner and for the period therein 
before prescribed for the sale. 
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(k) Where a decree-holder purchases the property, the purchase 
money and the amount due on the decree shall be set off 
against one another, and the sale officer shall enter up satis¬ 
faction of the decree in whole or in part accordingly. 

(12) Where prior to the date fixed for a sale, the defaulter or 
any person acting on his behalf or any person claiming an interest 
in the property sought to be sold tenders payment of the full amount 
due together with interest, batta and other expenses incurred 
in bringing the property to sale, including the expenses of attach¬ 
ment if any, the sale officer shall forthwith release the property after 
cancelling where the property has been attached, the order of attach¬ 
ment. 

(13) (i) Where immovable property has been sold by the sale 

officer any person either owning such property or hold 
ing an interest therein by virtue of a title acquired be¬ 
fore such sale may apply to have the sale set aside on 
his depositing with the Recovery Officer,— 

(a) for payment to the purchaser a sum equal to 5 per 
cent of the purchase money, and 

(b) for payment to the decree-holder, the amount of 
arrears specified in the proclamation of sale as that 
for the recovery of which the sale was ordered to¬ 
gether with interest thereon and the expenses of 
attachment, if any, and sale and other costs due 
in respect of such amount, less amount which may 
since the date of such proclamation have been re¬ 
ceived by the decree-holder. 

(ii) If such deposit and application are made within thirty 
days from the date of sale, the Recovery Officer shall 
pass an order setting aside the sale and shall repay to 
the purchaser, the purchase money so far as it has been 
deposited, together with the 5 per cent deposited by 
the applicant: 

Provided that if more persons than one have made 
deposit and application under this sub-rule, the appli¬ 
cation of the first depositor to the officer authorised 
to set aside the sale, shall be accepted. 

(iii) If a person applies under sub-rule (14) to set aside the 
sale of immovable property, he shall not be entitled 
to make an application under this sub-rule. 

(14) (i) At any time within thirty days from the date of the 

sale of immovable property, the decree-holder or any 
person entitled to share in a rateable distribution of the 
assets or whose interests are effected by the sale, may 
apply to the Recovery Officer to set aside the sale on 
the ground of a material irregularity or mistake or 
fraud in publishing or conducting it: 

Provided that no sale shall be set aside on the 
ground of irrgeularity or fraud unless the said Recovery 
Officer is satisfied that the applicant has sustained 
substantial injury by reason of such irregularity, mis¬ 
take or fraud. 
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(ii) If the application be allowed, the said Recovery Officer 
shall set aside the sale and may direct a fresh one. 
(iii) On the expiration of thirty days from the date of sale 
if no application to have the sale set aside is made or 
if such application has been made and rejected, the said 
Recovery Officer shall make an order confirming the 
sale: 


Provided that, if he shall have reason to think that 
the sale ought to be set aside notwithstanding that no 
such application has been made or on grounds other 
than those alleged in any application which has been 
made and rejected, he may, after recording his reasons 
in writing, set aside the sale. 

(iv) Whenever the sale of any immovable property is not 
so confirmed or is set aside, the deposit or the purchase 
money, as the case may be, shall be returned to the pur¬ 
chaser. 


(v) After the confirmation of any such sale, the said Re¬ 
covery Officer shall grant a certificate of sale bearing 
his seal and signature to the purchaser, and such certi¬ 
ficate shall state the property sold and the name of the 
purchaser, and it shall be conclusive evidence of the fact 
of the purchase in all courts and tribunals, where it may 
be necessary to prove it and no proof of the seal or 
signature of the Recovery Officer shall be necessary un¬ 
less the authority before whom it is produced shall have 
reason to doubt its genuineness. 

(vi) An order made under this sub-rule shall be final, and 
shall not be liable to be questioned in any suit or other 
legal proceedings. 

(15) Where any lawful purchaser of immovable property is re¬ 
sisted and prevented by any person other than a person (not being 
the defaulter) claiming in good faith to be in possession of the pro¬ 
perty on his own account from obtaining possession of the immovable 
property purchased, any court of competent jurisdiction on applica¬ 
tion and production of the certificate of sale provided for by sub-rule 
(14)’ shall cause the proper process to be issued for the purpose of 
putting such purchaser in possession, in the same manner as it the 
immovable property purchaser had been decreed to the purchaser 
by a decision of the court. 

(16) It shall be lawful for the sale officer to sell the whole or 
any portion of the immovable property of a defaulter in discharge 

of ‘money due : 

Provided always that so far as may be practicable no larger 
section or portion of immovable property shall be sold than may be 
sufficient to discharge the amount due with interest and expenses 
of attachment if any and sale. 

(17) Where an attachment has been made under these rules, 
any private transfer or delivery of the property attached or of any 
interest therein and any payment to the defaulter of any debt, di 
vidend or other moneys contrary to such attachment, shall e voi 
as against all claims enforceable under the attachment. 
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Explanation .—For the purposes of this sub-rule, claims enforce¬ 
able under an attachment include claims for the rateable distribu¬ 
tion of assets under sub-rule (24). 

(18) Persons employed in serving notice or in other process 
under these rules shall be entitled to batta at such rates as may from 
time to time be fixed by the Recovery Officer. 

(19) Where the cost and charges incurred in connection with 
attachment and sale of movable property or the attachment and sale 
or sale without attachment of immovable property under this rule, 
exceeds the amount of the ccst deposited by the decree-holder under 
sub-rule (1), such excess shall be deducted from the sale proceeds 
of the property sold or the moneys paid by the defaulter, as the case 
may be, and the balance shall be made available to the decree-holder. 

(20) Every person making a payment towards any money due 
for the recovery of which application has been made under the rule 
shall be entitled to a receipt for the amount signed by the sale offi¬ 
cer or other officer empowered by the Recovery Officer in that behalf; 
such receipt shall state the name of the person making the payment 
and the subject matter in respect of which the payment is made. 

(21) (a) Where any claim is preferred to, or any objection is 
made to the attachment of, any property attached under this rule 
on the ground that such property is not liable to such attachment, 
the sale officer shall investigate the claim or objection and dispose 
of it on the merits : 

Provided that no such investigation shall be made when the sale 
officer considers that the claim cr objection is frivolous. 

(b) Where the property to which the claim or objection relates 
has been advertised for sale, the sale officer may postpone the sale 
pending the investigation of the claim or objection. 

(c) Where a claim or an objection is preferred, the party against 
whom an order is made may institute a suit within six months from 
the date of the order to establish the right which he claims to the 
property in dispute, but, subject to the result of such suit if 
any, the order shall be conclusive. 

(22) (i) Any deficiency of price which may happen on a re-sale 
held under clause (j) of sub-rule (11) by reason of the purchaser’s de¬ 
fault, and all expenses attending such re-sale shall be certified by 
the sale officer to the Recovey Officer and shall, at the instance of 
either the decree-holder or the defaulter, be recoverable from the 
defaulting purchaser under the provisions of this rule. The costs, if 
any, incidental to such recovery shall also be borne by the default¬ 
ing purchaser. 

(ii) Where the property may on the second sale, sell for a high¬ 
er price than at the first sale, the defaulting purchaser at the first 
sale, shall have no claim to the difference or increase. 

(23) Where any property has been attached in execution of a 
decree, but by reason of the decree-holder’s default the Recovery 
Officer is unable to proceed further with the application for execu¬ 
tion, he shall either dismiss the application or for any sufficient rea¬ 
son adjourn the proceedings to a future date. Upon the dismissal of 
such application, the attachment shall cease. 
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(24) (a) Where the sale officer attaches or has attached under 
these rules, any property not in the custody of any court, which is 
already under attachment made in execution of a decree of any 
court, such court shall receive and realize such property and shall 
determine claims thereto and any objections to the attachment there¬ 
of : 

Provided that where the property is under attachment in the 
execution of decree of more courts than one, the court which shall 
receive or realize such property and shall determine any claim 
thereto and any objection to the attachment thereof shall be the 
court of the highest grade, or where there is no difference in grade 
between such courts, the court under whose decree the property 
was first attached. 

(b) Where assets are held by the sale officer and before the 
receipt of such assets, demand notices in pursuance of applications 
for execution of decree against the same defaulter have been re¬ 
ceived from more than one decree-holder and the “decree-holders 
have not obtained satisfaction, the assets after deducting the costs 
of realisation, shall be rateably distributed by the sale officer among 
all such decree-holders in the manner provided in section 73 of the 
Code of Civil Procedure, 1908. 

(25) Where a defaulter dies before the decree has been fully 
satisfied an application under sub-rule (1) may be made against 
the legal representative of the deceased and thereupon all the 
provisions of this rule shall, save as otherwise provided in this sub¬ 
rule, apply as if such legal representative were the defaulter. 
Where the decree is executed against such legal representative, he 
shall be liable only to the extent of the property of the deceased 
which has come to his hands and has not been duly disposed of; 
and for the purpose of ascertaining such liability, the Recovery Offi¬ 
cer executing the decree may, of his own motion or on the applica¬ 
tion of the decree-holder, compel such legal representative to pro¬ 
duce such accounts as he thinks fit. 

(26) Where, in connection with the proceedings on an applica¬ 
tion under section 96 of the Act. any person requires the issue of 
any process or objects to any process issued or objects to any order 
passed, he shall pay such fee as may be specified by the Registrar 
in this behalf. 

32. Mode of making attachment before judgment.— (1) Attach¬ 
ment of property under section 98 of the Act shall be made in the 
manner provided in rule 31. 

(2) Where a claim is preferred to property attached under sub¬ 
rule (1), such claim shall be investigated in the manner and by the 
authority specified in rule 31. 

(3) Where a direction is made for the attachment of any property 
under sub-rule (1), the Recovery Officer shall order the attachment 
to be withdrawn— 

(a) when the party concerned furnishes the security required, 
together with security for the costs of the attachment; or 

(b) when the liquidator determines under clause (b) of sub¬ 
section 2 of section 69 of the Act that no contribution is pay¬ 
able by the party concerned; or 
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(c) when the Registrar passes an order under sub-section (1) of 
section 64 that the party concerned need not repay or re¬ 
store any money or property or contribute any sum to the 
assets of the society by way of compensation; or 

(d) when the dispute referred to in sub-section (1) of section 
66 has been decided against the party at whose instance the 
attachment was made. 

(4) Attachment made under sub-rule (1) shall not affect the 
rights existing prior to the attachment, of persons not parties to the 
proceedings in connection with which the attachment was made, nor 
bar any person holding a decree against the person whose property 
is attached from applying for the sale of the property under attach¬ 
ment in execution of such decree. 

(5) Where property is under attachment by virtue of the pro¬ 
visions of this rule and a decree is subsequently passed against the 
person whose property is attached, it shall not be necessary upon an 
application for execution of such decree to apply for re-attachment 
of the property. 

33. Procedure for the distraint and sale of property under sec¬ 
tion 83 and for the sale of mortgaged property under section 84. —The 

procedure prescribed under rule 31 for execution of a decree, shall, 
to the extent necessary, be applicable in respect of a mortgage bank 
requiring the provisions of sections 83 and 84 to be applied against 
a defaulter. 

34. Mode of service of summons.— (1) Every summons issued 
under the Act shall be in writing, shall be authenticated by the seal, 
if any, of the officer by whom it is issued and shall be signed by such 
officer or by any person authorized by him in writing in that be¬ 
half. It shall require the person summoned to appear before the 
said officer at a stated time and place, and shall specify whether his 
attendance is required for the purpose of giving evidence, or to pro¬ 
duce a document, or for both purposes; and any particular document, 
the production of which is required, shall be described in the sum¬ 
mons with reasonable accuracy. 

(2) Any person may be summoned to produce a document, with¬ 
out being summoned to give evidence; and any person summoned 
merely to produce document shall be deemed to have complied with 
the summons if he causes such document to be produced, instead 
of attending personally to produce the same. 

(3) The service of summons under the Act on any person may 
be effected in any of the following ways: 

(a) by giving or tendering it to such person; or 

(b) if such person is not found, by leaving it at his last known 
place of abode or business or by giving or tendering it to 
some adult member of his family; or 

(c) if the address of such person is known to the Registrar or 
other authorised person, by sending it to him by post regis¬ 
tered; or 
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(d) if none of the means aforesaid is available, by affixing it in 
some conspicuous part of his last known place of abode or 
business. 

(4) Where the serving officer delivers or tenders copy of the 
summons to the defendant personally or to an agent or other person 
on his behalf, he shall require the signature of the person to whom 
the copy is so delivered or tendered to an acknowledgment of ser¬ 
vice endorsed on the original summons. 

(5) The serving officer shall in all cases in which the summons 
has been served under sub-rule (4), endorse or annex, or cause to be 
endorsed or annexed, on or to the original summons a return stating 
the time when and the manner in which the summons was served 
and the name and address of the person if any identifying the person 
served and witnessing the delivery or tender of the summons. 

(6) Where the party to be summoned is a public officer or is 
the servant of a railway company or local authority, the officer is¬ 
suing the summons may, if it appears that the summons may be most 
conveniently so served, send it by registered post prepaid for acknow¬ 
ledgment for service on the party to be summoned to the head of 
the office in which he is employed together with a copy to be re¬ 
vice endorsed on the original summons. 



Chapter X 

APPEALS REVISION AND REVIEW 


35. Qualifications of members of Tribunal. —No person shall 
be qualified to be a member of the Tribunal unless he,— 

(a) is a district judge, or has exercised the powers of a district 
judge; or 

(b) is an advocate of at least ten years’ standing; or 

(c) is a person who has obtained a degree in law and has had 
experience in the Co-operative Movement. 
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Chapter XI 


MISCELLANEOUS 

36. Maintenance of register of names etc. of co-operative so¬ 
cieties. —The Registrar shall maintain,— 

(1) a registrar of the names and addresses of all co-operative 
societies registered under the Act; and 

(2) a record of the bye-laws of each such co-operative society, 
with all subsequent amendments thereto, arranged in the order in 
which the amendments are registered. 

37. Accounts and other books to be maintained by societies.— 

A co-operative society shall keep such account books and registers 
in connection with the business of the society, as the Registrar may, 
from time to time, require. 

38. Power of Registrar to direct accounts and books to be 
written up. —The Registrar may, by order in writing, direct any 
co-operative society to get any or all the accounts and books re¬ 
quired to be kept by it under rule 37 written up to such date, in 
such form and within such time as he may direct. In case of failure 
by any society to do so, the Registrar may depute an officer sub¬ 
ordinate to him to write up the accounts and books. In such cases, 
it shall be competent for the Registrar to determine, with reference 
to the time involved in the work and the emoluments of the officer 
deputed to it, the charges which the society concerned should pay 
to the State Government and to direct its recovery from the society. 

39. Statements and returns to be furnished by societies.— (1) 

Every co-operative society shall prepare for each co-operative year 
in such form as may be specified by the Registrar:— 

(a) a statement showing the receipts and disbursements for 
the year, 

(b) a profit and loss account, 

(c) a balance sheet, and 

(d) such other statements or returns as may be specified by 
the Registrar. 

(2) Every co-operative society shall submit to the Registrar, 
annually, within such time as he may direct a copy of the state¬ 
ments specified in sub-rule (1). After the Registrar or auditor has 
verified the statements and granted his audit certificate, the society 
shall publish the audit certificate and such of the prescribed state¬ 
ments as he may direct in the manner specified by him and the 
audit certificate shall so far as practicable be granted within one 
year from the date of receipt of the statements specified in sub¬ 
rule (1). 
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(3) Every co-operative society shall, in addition to the annual 
statements specified in sub-rule (1) also submit to the Registrar 
any statement or return in such form, within such time, and for 
such period as the Registrar may specify. 

(4) In case of failure by any society to submit any statement 
or return specified in sub-rule (1) or (3) within the time directed 
by him, the Registrar may depute an officer to prepare the neces¬ 
sary statement or return. In such cases, it shall be competent for 
the Registrar to determine, with reference to the time involved in 
the work and the emoluments of the officer deputed to do it, the 
charges which the society concerned should pay to the Government 
and to direct its recovery from the society. 

(5) Every co-operative society shall prepare a list of its mem¬ 
bers as on the last day of each co-operative year. The list shall be 
kept open at the office of the society during office hours for inspec¬ 
tion by any member of the society. The list of members shall be 
revised fourteen days prior to the date of the meeting fixed for 
the election of the Committee of the society and shall include the 
members admitted and exclude the members removed during the 
period commencing from the date when the list was last revised 
and ending with the date of the revision of the list. 

40. Certifying copies of entries in books. —(1) For the purpose 
specified in section 116, a copy of an entry in the books of a co-opera¬ 
tive society regularly kept in the course of business shall be certi¬ 
fied,— 

(a) by the chairman or secretary of the society and shall also 
bear the society’s seal, or 

(b) by the liquidator where an order has been passed under 
section 68, appointing a liquidator of the society. 

(2) The charges to be levied for the supply of such certified 
copies shall not exceed the amounts specified in that behalf by the 
Registrar from time to time. 

41. Restrictions on persons appearing as legal practitioners.— (1) 

In proceedings before the Registrar, the arbitrator or any other per¬ 
son deciding a dispute or in proceedings in appeals before the Re¬ 
gistrar, the Tribunal or the State Government, a legal practitioner 
shall not be entitled to appear to represent any party; but the Re¬ 
gistrar or any other authority deciding a dispute or hearing an ap¬ 
peal may permit such appearance in special cases. 

(2) Any officer of a co-operative society who appears as a legal 
practitioner— 

(i) against such society or against any other co-operative society 
which is a member of the former society; or 

(ii) (otherwise than in an honorary capacity) on behalf of such 
society or on behalf of any other society which is a mem¬ 
ber of the former society, 

shall be deemed to have vacated his office in the society. 
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42. Inspection of Documents.— A member of a co-operative so¬ 
ciety or any member of the public may inspect the following do¬ 
cuments in the office of the Registrar free of charge and may obtain 
ceitified copies thereof on payment of the following fees: 

Naye paise 

(i) application for registration of a society ■ • • 15 each 

(ii) certificate of registration ■ . . . ■ • 15 each 

fiiil bye-laws of societies . . . ■ • • 15 per folio 

(iv) amendment of by "-laws of a society . . . . 15 per folio 

(v) order of cancellation of the registration of a society . 15 per folio 

(vi) audit memorandum of a society .... 15 per folio 

(vii) annual balance-sheet . . . . - * 15 per folio 

(viii) order for surcharge under section 64 . . • • 15 per folio 

(ix) order referring a dispute to arbitration under section 66 15 per folio 

(x) order of supersession of a committee or removal of any 

member thereof . . . . . • ■ 15 per folio 

(xi) any other order against which an appeal is provided . 15 per folio 
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MODEL BYE-LAWS FOR A LARGE-SIZED 
PRIMARY CO-OPERATIVE AGRICULTURAL 
THRIFT AND CREDIT SOCIETY 






MODEL BYE-LAWS FOR A LARGE-SIZED PRIMARY CO-OPERA¬ 
TIVE AGRICULTURAL THRIFT AND CREDIT SOCIETY 

1. Name and address and area of operation 

(1) The .Co-operative Thrift AND Credit Society Ltd., No. 

...... is registered as a co-operative society under the . Co-opera¬ 
tive Societies Act, . Its address shall be . village, . post 

office. in the taluk of .in the .district. 

(2) Its area of operation shall be confined to the following vil¬ 
lages and hamlets, namely, (1) . (2) . etc. 

2. Objects 

The objects of the society shall be:— 

(i) to encourage thrift, self-help and co-operation among mem¬ 
bers, and to disseminate knowledge regarding the latest improve¬ 
ments in agriculture; 

(ii) to borrow funds from members and others; 

(iii) to grant loans to members for useful purposes; 

(iv) to help members to procure agricultural requirements like 
seed, manure, implements, etc., and domestic requirements such as 
salt, kerosene, matches and other necessaries of life; 

(v) to own or hire godowns to provide facilities to members to 
store their produce and for stocking agricultural and domestic 
requirements referred to in (iv) above; and 

(vi) to own and hire to members improved agricultural imple¬ 
ments and tools as well as small units of machinery for the deve¬ 
lopment of land, agricultural production and processing of agricul¬ 
tural produce. 

3. Capital 

(1) The capital of the society shall be made up of . ‘A’ class 

shares of Rs. each and of . ‘B’ class shares of Rs. 100 each. 

The ‘A’ class shares shall be available only to individual members 
above the age of 18 and the ‘B’ class shares shall be available only 
to the State Government or the state co-operative bank or the central 
co-operative bank to which the society is affiliated, as the case may 
be. The society shall retire such ‘B’ class shares at such times and 
in such number as may be agreed upon between the society and the 
'B' class shareholder. 

(2) Fifty per cent of the value of an ‘A’ class share shall be 
payable on allotment and the remainder in two equal half-yearly 
or annual instalments. Every member will, however, have the right 
to pay the full value of his share on allotment. 

(3) ‘B’ class shares shall be payable in full on allotment. 
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4. Liability of members 

(1) The liability of members holding ‘A’ class shares for meet¬ 

ing deficits in the assets of the society in the event of its being 
wound up, shall be limited to . times the subscribed capital. 

(2) The liability of members holding ‘B’ class shares shall be 
limited to the amount paid in respect of such shares. 

5. Application for admission 

(1) Applications for admission as members and for allotment of 
shares shall be made to the Secretary in the form, if any, specified 
by the society for the purpose. 

(2) Every such application shall be disposed of by the Board 
of Directors who shall have power to grant admission or to refuse 
it, after recording reasons for such refusal; 

Provided that any individual whose application for admission 
has been refused by the Board may appeal to the Registrar, and 
if the Registrar so directs, he shall be admitted as a member by 
the society on his paying the admission fee, if any, and on his pur¬ 
chasing at least one ‘A’ class share. 

6. Membership 

(1) Any person over 18 years of age who is competent to con¬ 
tract and is residing within the area of operations of the society 
referred to in bye-law 1 shall be eligible for admission as an indivi¬ 
dual member. The Government, the State co-operative bank or 
the central co-operative bank operating within the area of the 
society, as the case may be, shall also be eligible for admission as 
members. 

(2) No individual, being a member of another primary co¬ 
operative credit society, shall be admitted as, or be, a member of 
the society. 

(3) No person shall be eligible for admission as a member of 
the society if he has applied to be adjudicated an insolvent, or is 
an undischarged insolvent, or has been sentenced for any offence 
other than an offence .of a political character, or an offence not in¬ 
volving moral turpitude, such sentence not having been reversed 
or the offence pardoned; 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of expiration of such 
sentence. 

(4) Any member of the society shall cease to be a member if 
he incurs any of the disqualifications mentioned in clause (2) and 
clause (3), or changes his residence permanently from the area of 
operations of the society. 

7. Restrictions on holding of shares 

(1) Every individual member shall purchase at least one ‘A’ 
class share. No such member shall hold more than such portion 
of the share capital as may exceed one-fifth of the issued share 
capital or of the value of Rs.. whichever is less. 
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(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not 
to exceed the limit laid down in clause (1). 

8 . Withdrawal or resignation from membership 

(1) No member shall be permitted to withdraw any of the shares 
held by him in the society, or to resign his membership of the 
society, within two years from the date on which he was admitted 
as a member; 

Provided, however, that a member may be permitted to with¬ 
draw, or resign his membership, in exceptional circumstances and 
with the approval of the Registrar earlier than two years, but not 
earlier than one year from the date of his admission to member¬ 
ship. 


(2) After the period specified in clause (1) a member may 
withdraw any of his shares with the consent of the Board of Direc¬ 
tors, or resign his membership; 

Provided, firstly, that there are no debts due from him to the 
society and, secondly, that there are no debts due to the society in 
regard to which he has stood surety. 

(3) When a member resigns his membership he shall send a 
letter of resignation to the Secretary of the society and such resig¬ 
nation shall take effect from the date on which the resignation is 
accepted by the Board. The value of the share allowed to be with¬ 
drawn, or the share capital of a member who has resigned his 
membership, shall be paid back to him with the dividend declared, 
if any. The total share capital withdrawn or returned in any one 
years shall not, however exceed ten per cent of the aggregate paid 
up share capital of the society as it was on the 30th June preceding. 
This limit shall cover all refunds of share capital except those made 
under bye-laws 9, 10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either on 
account of his changing his residence permanently from the area of 
operations laid down in bye-law 1, or for any other reason mentioned 
in sub-clause (3) of bye-law 6, the Board of Directors shall remove 
his name from the list of members and shall pay back, within a 
reasonable period, to such member the share capital actually paid 
by him with the dividend declared, if any, after deducting there¬ 
from the money, if any, due from him to the society either as 
principal debtor or as surety. 

10. Nomination of heir 

(1) If a member dies- his membership shall ipso facto cease. 

(2) (a) Every member of the society may nominate a person 
or persons to whom in the event of his death, his share or interest 
in the capital of the society shall be transferred or the value thereof 
and any other money due to him from the society shall be paid. 
The number of persons so nominated, however, shall not exceed 
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the number of shares held by the member. The member may from 
time to time revoke or vary such nomination. The nomination shall 
in the event of his death, be given effect to by the Board of Direc¬ 
tors provided that,— 

(i) the nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the 
society kept for the purpose. 

(b) In the event of there being no person nominated by the 
deceased member qualified in accordance with the bye-laws for mem¬ 
bership of the society, the society shall transfer the share or interest 
of the deceased member to such person as may appear to the Board 
of Directors to be the heir or legal representative of the deceased 
within one month of the death of the deceased member; 

Provided such heir or legal representative or nominee shall 
have been admitted by the Board of Directors as a member of the 
society. 

(c) In the event of there being no person qualified to succeed 
under sub-clause (a) or (b) of this clause, or on the application 
of the nominee, heir or legal representative of the deceased member, 
the society shall pay to such nominee, heir or legal representative, 
as the case may be, a sum representing the deceased member’s share 
or interest at the time of his'dealth, ascertained in the manner pres¬ 
cribed in the rules; 

Provided that nothing is this sub-clause shall prevent a minor 
or a person of unsound mind front acquiring by inheritence or other¬ 
wise. the share or interest of a deceased member in the society. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nomi¬ 
nated by him in accordance with clause (2) (a) of this bye-law, or 
to such person as may appear to the Board of Directors to be the 
heir of legal representative of the deceased member, as the case 
may be. 

11. Expulsion of a member 

(1) If a member deceives the society in any way or if his 
general conduct is such as to render his removal necessary in the 
interests of the society, it shall be open to the general body to expel 
such member, provided he has been given a reasonable opportunity 
of being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two months 
from 'the date of such decision. The order of the Registrar on the 
appeal shall be binding on both the society as well as the person 
aggrieved by the decision of the society. 
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(3) A person who has ceased to be a member, shall be paid 
all moneys due to him from the society, after deducting therefrom 
any money due from him to the society and he shall be liable as 
provided in bye-law 4 for the debts due by the society as they stood 
on the date of cessation of membership for a period of two years 
from such date. 

12. Deposits 

(1) Deposits may, at the discretion of the Board of Directors, 
be received from members or non-members; 

Provided that deposits from members shall be given preference 
to deposits from non-members. 

(2) Deposits of various types such as fixed, savings, recurring, 
homesafe and chit fund may be accepted by the society on such 
terms and conditions as may be determined by the Board from time 
to time. (Model provisions in this regard are enclosed as Appendix 
I to these bye-laws). 

13. Other borrowings 

It shall be competent for the Board of Directors to borrow funds, 
otherwise than by way of deposits, either from members or from 
persons other than members, or from other co-operative societies, 

provided that the rate of interest shall not. in any case, exceed . 

per cent per annum. 

14. Maximum borrowing limit 

The society shall not receive deposits and loans, from members 
and non-members together, in excess of eight times the paid up 
share capital plus the reserve fund or of any lower limit fixed by 
the Registrar; 

Provided that if the society accepts deposits from members alone 
and has no other outside liabilities, it may receive such deposits 
in excess of the limit, if the excess is invested as deposits in the 
financing bank to which it is affiliated, or in Government or any 
other securities specified in section 20 of the Indian Trust Act, 1882 
and if such deposit or investment is not withdraw, or otherwise 
utilised by the society, except for the repayment of the said excess 
deposits. 

Explanation :—-For the purposes of this bve-Iaw the term member shall not include the 
financing bank to which the society is affiliated and which has purchased shares in the 
society. 

15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members 
on the rolls of the society who are qualified to vote at general body 
meetings of the society and shall bring such list up to date within 
a fortnight before each meeting of the general body. 

(2) It shall be the duty of the Secretary to supply copies of 
the list to such of the members as desire to have them, on payment 
of such fees as may be specified by the Board of Directors in this 
behalf. 
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(3) No member shall be admitted during the fiftten days preced¬ 
ing the date fixed for any general body meeting of the society at 
which office bearers are to be elected. 

16. Meetings of the general body 

(1) The Board cf Directors shall call at least once a year an 
annual general meeting of the general body of the society, consist¬ 
ing of ‘A’ class members and such representatives of ‘B’ ciass mem¬ 
bers who may be serving on the Board of Directors. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the society for the conduct of its business and 
shall call such a meeting within one month of the receipt of a 
requisition in writing from cne-fifth or more members, or from the 
Registrar. 

(3) The quorum for a general body meeting shall be . or 

one-fourth of the total number cf ‘A’ class members on the list at 
the time, whichever is less. 

17. Notice of meetings of general body 

(1) . days’ notice shall ordinarily be given to members before 

a meeting of the general body is convened. 

(2) Notice for a general meeting may be given to members in 
one or more of the following modes; namely,— 

(i) by means of beat of drum in the area of operations of the 
society; 

(ii) by affixing a copy cf the notice for the meeting in some 
conspicuous place in the area of operations of the society and in the 
office of the society; 

(hi) by circulation of the notice book and getting signatures of 
members in it, or 

(iv) by sending the notice by post under certificate of posting. 

(3) In the case of amendments to bye-laws of the society, notice 
shall be sent to each of the members in due time, either by circula¬ 
tion or otherwise; and such notice shall give the members a reason¬ 
ably clear idea of the nature of the amendments proposed. 

(4) If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 

18. Conduct of general meetings 

(1) The president, when present, shall preside at the meetings 
of the general body. In his absence, the general body may choose 
a chairman from their number to preside at the meeting. Every 
member present shall have one and only one vote. All questions, 
except those relating to amendment of bye-laws of the society, shall 
be decided by a majority of votes of the members present and vot¬ 
ing. When votes are equal, the chairman of the meeting shall have 
a second or casting vote. 
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(2) Without prejudice to the power of the Registrar to amend 
the bye-laws of the society, every amendment of the bye-laws shall 
be made only by a resolution passed by a two-thirds majority of 
the members present and voting, at a meeting of the general body 
of the society. 


19. Powers of the general body 

(1) The ultimate authority in all matters relating to the admi¬ 
nistration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the 
actions of the Board of Directors, or any officer of the society, per¬ 
formed in the exercise of powers conferred on them by the bye¬ 
laws. 

(3) The following, among other matters, shall be dealt with by 
the general body:— 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the elected members of the 
Board of Directors; 

(iii) the approval of the annual budget of income and expen¬ 
diture; 

(iv) the annual report due to the Registrar; 

(v) the Registrar’s audit notes; 

(vi) the amendment of bye-laws; 

(vii) disposal of net profits; and 

(viii) the expulsion of a member. 

20. Management: Beard of Directors 

(1) Subject to such resolutions as the general body may, from 

time to time. pass, the executive management of the affairs ol the 
society shall vest in the Board of Directors consisting of . mem¬ 
bers. The Board shall remain in office for a period of . 

(2) The services of the members of the Board shall be gratuit¬ 
ous. except as provided for in bye-law 50. 


21. Constitution of the Board 

If the Government have purchased shares of the society direct¬ 
ly or if the State co-operative bank or the central co-operative bank 
has purchased such shares out of the funds provided by the Govern¬ 
ment. three persons, or one-third of the number of Directors, which¬ 
ever is less, shall be nominated by the State Government or any 
authority specified in this behalf by the State Government The 
other members of the Board shall be elected by the general body 
from among the members on the following basis. 

(1) No person shall be eligible for election to the Board of 
members; 

(ii) in the case of a village having more than . members, 

there shall be one director for every additional . members, 







10 


Provided, however, that there shall not be more than . 

directors from any single village; 

(iii) a village having less than . members shall be associated 

with a neighbouring village or villages for the purpose of electing 
a director. 

22. Qualifications and Disqualifications of Members of Board 

(1) No person shall be eligible for election to the Board of 
Directors of the society, if he— 

(a) is a paid employee of the society or the financing bank to 
which the society is affiliated; or 

(b) is in default to the society, or to any other society, in res¬ 
pect of any loan or loans taken by him, or is a defaulter to the 
society or to any other society; or 

(c) is interested directly or indirectly in any contract made with 
the society, or in any sale or purchase made by the society pri¬ 
vately, or in any auction, or in any contract or transaction of the 
society (other than investment and borrowing) involving financial 
interests, if the contracts or transactions be subsisting, or if the con¬ 
tract, transactions, sale or purchase, be not completed. 

(2) A member of the Board of Directors of the society shall 
cease to hold his office as such, if he incurs any of the disqualifi¬ 
cations mentioned in clause (1) above. 

23. Term of office of the Board members 

(1) Each member of the Board shall continue in office, after 
the expiry of his term of office, until another member is elected 
in his place. A retiring member of the Board shall be eligible for 
re-election. The nominated directors shall hold office during the 
pleasure of the authority nominating them. 

(2) It shall be competent to the general body to remove, at any 
time, any member elected by them to the Board and elect another 
in his place. 

(3) Any elected member of the Board of Directors may, at any 
time, resign from his office by sending a letter of resignation to the 
secretary of the society; but such resignation shall take effect only 
from the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission, 
he shall cease to be a member of the Board. 

(5) Interim vacancies to the elected members on the Board of 
Directors shall be filled by co-option by the Board. Vacancies in 
the case of members of the Board nominated by the State Govern¬ 
ment, or by the authority specified in this behalf by the Govern¬ 
ment, shall be filled in by nomination by the Government, or by such 
authority. 
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24. Powers of Board of Directors 

Amongst other things, the powers of the Board shall be— 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans, on such 
terms and conditions as they may determine; 

(ii) to grant loans and advances to members on such terms and 
conditions as they may determine from time to time. 

(iii) to sanction investment of the funds of the society; 

(iv) to sanction extension of the period of loans which become 
due for repayment after recording the reasons for such extension 
in each case; 

(v) to admit members and allot shares and to approve transfer 
of shares; 

(vi) to construct, purchase, take on hire or otherwise acquire 
godowns or such other structure, to enable the members to stock 
their produce and to stock agricultural requirements such as seed, 
manure, fertilizers, implements, cattlefeed etc., and consumers’ goods 
and other necessaries of life; 

(vii) to arrange for the purchase and supply of agricultural 
and domestic requirements of the members; 

(viii) to maintain such accounts and registers as are specified 
by the Registrar from time to time; 

(ix) to place before the general meeting of the society the 
Registrar’s notes of audit and of inspection; 

(x) to scrutinise the annual budget of the society and to re¬ 
commend the same tc the general body for its approval; 

(xi) to incur such expenditure as may be necessary for the 
management of the society, with reference to the scale, and within 
the budget allotment, sanctioned by the general body for each 
year; 

(xii) to appoint an Executive Committee, or any ad hoc com¬ 
mittees for carrying out any specific functions relating to the busi¬ 
ness of the society; 

(xiii) to frame regulations (which shall be entered in the minute 
book of the society) for the conduct of the business of the society 
consistent with the Act, the rules and these bye-laws, subject to 
the approval of the Registrar; 

(xiv) to arrange for the assembling and transport for sale 
through co-operative marketing societies of the agricultural produce 
of members; 

(xv) to regulate, from time to time, within the limits of the budget 
sanctioned, the strength of the society's staff and their salaries and 
allowances; 

(xvi) to do such other acts and transact such other business as 
is consistent with the objects of the society and as may be inciden¬ 
tal to the administration of the society. 
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25. Meetings of the Board 

The Board of Directors shall meet once in three months, or 
oftener if necessary, to conduct the affairs of the society. The 

quorum for a meeting of the Board shall be . All questions 

before the Board shall be decided by a majority of votes. If there 
is an equality of votes, the president or other presiding member 
shall have a second or casting vote. No member of the 
Board shall be present at a meeting of the Board when 
any matter in which he is personally interested is being discussed. 
In case of an urgency, where there may not be sufficient time to 
convene a meeting of the Board, the secretary may obtain orders 
of the Board by circulation of papers among the members. The 
decisions arrived at by circulation shall be placed before the next 
meeting of the Board for their information. Should a difference of 
opinion arise in the course of such circulation, the matter shall 
not be decided by circulation, but shall be placed before the next 
meeting of the Board. 

26. President and Treasurer 

The members of the Board of Directors nominated by the 
State Government, or any authority specified in this behalf by the 
Government, and those elected by the general body shall together 
elect from among themselves a President and a Treasurer. 

27. Duties of President, Treasurer and Secretary 

(1) Subject to such resolutions as the Board of Directors may 
from time to time pass, the several officers of the society shall have 
the powers mentioned below:— 

(a) the president shall have a general control over all the 
affairs of the society; 

(b) the secretary, who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-law, shall be res¬ 
ponsible for the executive administration of the society subject to 
the control of the president; should the secretary require relief 
from work, it shall be competent for the president to grant relief, 
making suitable arrangements for the conduct of work by one or 
more of the members of the Board of Directors: 

(c) the secretary/president shall be the officer to sue or be 
sued on behalf of the society and all bonds in favour of the society 
shall be in the name of the secretary or president; 

(d) the treasurer shall have the custody of all the properties 
of the society including cash. The Board of Directors shall frame 
subsidiary regulations, with the approval of the Registrar, for en¬ 
suring the safety of the properties left in the custody of the Trea¬ 
surer. 

(2) The method of recruitment, the conditions of service and 
the authority competent to fix, revise and regulate the scales of 
pay and allowances of paid officers and servants of the society and 
the procedure to be followed in the disposal of disciplinary cases 
against them shall be governed by the special bye-laws given in 
Appendix II to these bye-laws. 
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28. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary, or by any member of the office establishment whoever is 
selected by the Board of Directors to discharge this functions. In 
the case of borrowings from non-members, or from other societies, 
the receipt or bond shall be executed by the secretary and at least 
two members of the Board of Directors to whom the president shall 
be one. 

29. Executive Committee 

The Board of Directors may constitute an Executive Committee 
and delegate to it such powers and functions as may be laid down 
in a resolution; 

Provided, however, that the president, the treasurer and at 
least one of the Directors nominated by the State Government, or 
such authority specified by them in this behalf, shall be on the 
Executive Committee. 

30. Supervisory committees 

A supervisory committee may be set up by the Board in each 

village consisting of . members. It may consist of three to 

five members including the director or directors representing the 
village on the Board, one of whom shall be elected as chairman of 
the Committee. It may serve the following purposes, namely,— 

(i) recommend loans applications from members or recommend 
credit limits every year for each member of the society from the 
village; 

(ii) act as supervisory bodies in their respective villages and 
ensure that leans are being utilised properly and repaid in time; 
and 

(iii) advise the members on, improved agricultural practices 
and assist in the safe and timely despatch of produce to the mar¬ 
keting society with which the society is affiliated. 

31. Employees of the society 

(1) The society shall not appoint any person as its paid officer 
or employee in any category of service, unless he possesses the 
qualifications and furnishes the security as the Registrar may, from 
time to time, determine for such category of service in the society 
or for the class of societies to which it belongs. 

(2) The society shall not retain in service any paid officer or 
employee, if he does not acquire the qualifications or furnish the 
security indicated in sub-clause (1), unless the Registrar relaxes the 
provisions of sub-clause (1) in his case. 

32. Loans: to whom can be made 

Loans and cash credits shall be given only to members; 

Provided that loans and cash credits on the security of deposits 
may be given both to members and to persons other than members. 
No person can claim a loan or cash credit as a matter of right. 




14 


33. Authority to sanction loans 

(1) All applications for loans and cash credits shall be made 
in the form, if any, specified for the purpose to the Secretary who 
shall place them before the Board of Directors with his remarks, 
if any. 

(2) Such applications shall be disposed of by the Board; 

Provided that, in emergent cases, loans not exceeding rupees 

fifty may be sanctioned by the president. 

34. Restriction on loans 

(1) No member shall at any time be indebted to the society by 

way of principal to the extent of more than Rs. on account of 

any loan or loans taken by him and/or any cash credits sanctioned 
to him. 

(2) Subject to the above maximum, a member shall be eligible 

for a loan and/or cash credit not exceeding . times the value of 

the shares held by him. Members belonging to an undivided 
family shall not be given, in the aggregate, a loan and/or cash 
credit in excess of the amount admissible to an individual mem¬ 
ber. 

Note: (a) The loan and/or cash credits that may be given to an indi¬ 
vidual member or members of an undivided family, secured in one or more 
of the methods mentioned in bye-law 35, shall not, in the aggregate, exceed 
the individual maximum credit limit lai ddown in this bye-law, except as 
provided in the note under sub-clause (ii) of clause (1) of bye-law 35. 

(b) The size of a short-term loan provided to a borrower for agricultural 
operations shall be based on the acreage of different crops cultivated by a 
borrower. The scale of finance per acre of the different crops, shall be 
determined in advance by the Board of Directors and announced for the 
information of the members. 

(c) The short-term loan may be given in the shape of a cash-credit limit, 
fixed' in advance of the cultivation season, to be drawn upon by the member 
from time to time during the season as and when required. The period dur¬ 
ing which such a limit may be utilised shall not, in any case, exceed one 
year. 

35. Security for loans 

(1) Loans and cash credits shall be secured in cne or other of 
the following methods, namely.— 

(i) on the joint and several responsibility of the borrower and 
one or two other members standing sureties for him, provided that 
the total amount for which a member can stand surety shall not 

exceed Rs. for each share held by him and provided further 

that the total amount outstanding against any member on such per¬ 
sonal surety shall not exceed Rs. and that the loans are repaid 

within a period of 12 months; 

(ii) on the security of the fixed deposit, if any, to the credit of 
the borrower, not exceeding 90 per cent, of the amount of such de¬ 
posits; 

Note: The amount of a loan or cash credit granted on the security 
and within the limit specified in this clause shall not be subject to any of 
the stipulations to the contrary effect laid down in bye-law 34 as to the 
maximum amount of loan admissible to an individual member or to mem¬ 
bers of an undivided family or as to the limit calculated with reference to 
the number of shares held by him or them. 
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(iii) on the mortgage of unencumbered immovable property 
wholly belonging to the borrower not exceeding 50% of the esti¬ 
mated market value of such property; 

(iv) on the pledge of Government promissory notes or Central 
Land Mortgage Bank debentures not exceeding 90% of their market 
value; and 

(iv) on the security of agricultural produce or finished products 
subject to the terms and conditions given in Appendix II to these 
bye-laws. 

(2) In granting loans and cash credits, preference shall be 
given to loans on the security of deposits, if any, of the borrower 
with the society. All other loans shall be paid in order of their 
sanction. 

36. Purposes of Loans 

Loans and cash credits shall be given only for useful purposes. 
The following shall be deemed useful purposes;— 

(A) Short-term purposes 

(i) purchase of seed, manure agricultural implements and other 
cultivation expenses; 

(ii) purchase of cattle and of fodder for the same; 

(iii) purchase of implements and raw materials required for 
cottage and village industries; 

(iv) carrying on of petty trade; 

(v) undertaking of subsidiary occupations; 

(vi) purchase of food-grains and other necessaries of life; 

(vii) payment of land revenue or rent; and 

(viii) such other purposes as are declared, from time to time, 
by the Registrar as short-term purposes. 

(B) Medium-terms purposes 

(i) reclamation of land; 

(ii) bunding and other land improvements as are necessary 
for, and are conducive to, the cultivation of crops; 

(iii) preparation of land for orchards and plantations; 

(iv) construction, development and maintenance of sources of 
irrigation; 

(v) purchase of such livestock, implements, machinery and 
transport equipment as are necessary for, or conducive to, agricul¬ 
ture; 

(vi) construction of farm houses or cattle-sheds; 

(vii) repayment of petty debts; 

2—3 M of F & A/57. 
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(viii) ceremonial expenses not exceeding Rs.; 

(ix) educational purposes; 

(x) purchase, construction, development or maintenance of such 
equipment as may be needed for carrying on animal husbandry 
and allied activities jointly undertaken with agricultural opera¬ 
tions; and 

(xi) such other purposes as are declared, from time to time, by 
the Registrar as medium-term purposes. 

37. Linking credit with marketing 

(1) When a loan is given for any of the purposes enumerated in 
bye-law 36, the Board of Directors shall, on instructions from the 
Registrar, require the borrower to sell through the marketing 
society to which the society is affiliated, the whole of the agricultu¬ 
ral or the produce raised by the borrower, or at least as much of 
it as will be sufficient to cover the loan or the loans, or the instal¬ 
ments due, and to authorise the marketing society to appropriate the 
sale-proceeds towards such loan or loans, or the instalments due, 
and to execute an agreement for this purpose. 

(2) The borrower may deliver the produce to the marketing 
society himself or to the Marketing Panchayatdar appointed by the 
marketing society to which the society is affiliated from amongst 
the members of the society who shall act as agent of the marketing 
society for collecting the produce from the members and for trans¬ 
porting it for sale to the marketing society. 

(3) The Marketing Panchayatdar will maintain proper accounts 
for the produce so collected by him and will be responsible for it 
till it is delivered to the marketing society. The Marketing Pan¬ 
chayatdar shall issue printed receipts for the produce received from 
the member from the receipt book supplied by the marketing 
society. 

38. Period of loans 

(1) The period for the repayment of each loan shall be fixed 
by the Board according to the purpose of the loan. Loans for short¬ 
term purposes shall be repaid from the proceeds of the next harvest, 
while loans given for medium-term purposes, shall be repaid in two 
to five years in instalments fixed by the Board in proportion to the 
repaying capacity of the borrower. 

(2) The period of repayment shall be fixed by the president 
in the cases in which he acts under bye-law 33(2) and by the Board 
of Directors in all other cases. 

(3) The instalments shall be fixed so as to coincide as far as 
possible with the selling time of agricultural produce, or with the 
time when the borrower is likely to be able to pay. When the period 
for the repayment of a loan exceeds one year, the instalments shall 
be clearly specified in the bond with a condition that, if an instal¬ 
ment of principal or interest is not paid on the due date and the 
Board does not deem it necessary to grant an extension, the whole 
amount shall be recoverable at once. 
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(4) A cash credit sanctioned to a member shall be in force for 
one year only, terminable on 30th June and an application should 
be made in good time for renewal of the cash credit. It shall, how¬ 
ever, be open to the society to reduce or terminate the cash credit 
once sanctioned to a member after giving a month’s notice to such 
member. 

39. Extension when granted 

Should, however, a borrower be unable to repay the required 
instalment of the loan, the Board may, for satisfactory reasons to 
be recorded in writing and with the approval of the general body 
sanction extension of time for the repayment of the amount. In 
cases where a borrower is in arrears for any instalment of principal 
and interest and the Board does net deem it necessary to grant an 
extension, the whole outstanding loan will become recoverable and 
the Board may, and if the default continues for more than 3 months 
shall, at once recall the loan. On overdue instalments of principal, 

interest at the rate of . naye paise per rupee per mensem shall 

be levied. All cases of extension shall be reported to the general 
body at least once a year. 

40. Loan to be recalled, if misapplied. 

Should the Board of Directors be of opinion that a loan or cash 
credit granted by the society has been misapplied, it shall at once 
recall it and take steps to recover it with interest, without waiting 
for the expiry of the period for which it had been granted. 

41. Penal interest on recalled loans 

When a sanction for a loan or cash credit is cancelled by the 
Board of Directors under bye-law 40 on account of its misapplica¬ 
tion, the loan amount shall at once be recalled. When the loan or 
cash credit is so recalled or recalled under bye-law 39, the Board of 
Directors shall inform the borrower of the fact and of the amount 
outstanding against him, including interest up to the date of recall 
of the loan. On the total amount so found due, the borrower shall 

be charged interest at . naye paise per rupee per mensem, from 

the date of recalling the loan to the date of recovery and steps shall 
be taken without delay to recover the amount. 

42. Procedure for substitution of surety 

When a surety dies, or ceases to be a member under bye-law 9 
or 11, the prinicipal borrower shall at once inform the society of 
the fact and either repay immediately the loan due from him with 
interest up to the date of payment or execute a fresh bond with one 
or more fresh sureties acceptable to the Board of Directors. If 
arrangements are not made to repay the loan within a time to be 
fixed by the Board of Directors, or if a fresh surety or sureties is, 
or are not, produced, or when a member who has borrowed from 
the society on the mortgage of immovable property borrows else¬ 
where on the mortgage of the same property, or sells the property 
already mortgaged to the society without the previous sanction of 
the Board of Directors, or if the security for the land is found at any 
time inadequate and the member fails to furnish additional security 
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or otherwise render the security for the loan adequate within such 
time as the Board shall fix, the loan shall at once be recalled with¬ 
out reference to the period for which the loan was given and action 
taken as laid down in bye-law 41. In respect of such accounts also, 

interest shall be charged at . naye paise per rupee per mensem 

from the date of recalling the loans to the date of recovery. 

43. Loan to be recalled on ineligibility of a person to remain member 

If a member becomes ineligible for membership at any time and 
his name has on that account to be removed from the list of mem¬ 
bers under bye-law 9, or should a member be expelled under bye-law 
11, the loan or cash credit, if any, due from the member concerned, 
shall at once be recalled, without reference to the term for which 
the loan or cash credit was granted and action shall be taken to 
recover from the borrower the amount outstanding against him, 
including interest up to the date of recalling the loan or cash credit.. 

Interest shall be charged at . naye paise per rupee per mensem 

on the amount so found outstanding from the date of recalling the 
loan or cash credit to the date ox recovery. 

44. Interest on loans 

(1) The interest on loans and cash credits charged by the society 

to its members shall not be more than . %per annum as may 

be decided upon, from time to time, by the general body of the 
society. 

(2) Interest on all loans shall be paid in half-yearly or yearly 
instalments, as may be determined by the Board of Directors. 

45. Appropriation of payment from members 

When a member, from whom money is due, pays any sum, it 
shall be appropriated in the following order;— 

firstly, to fees, postal registration and other miscellaneous 
charges due from him; 

secondly, to interest; and 

thirdly, to principal. 

46. Society’s charge on member’s shares, etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member, or a past 
or deceased member, in respect of any debt due to the society from 
such member or past member or the estate of such deceased mem¬ 
ber; and the society may set off any sum credited or payable to a 
member or past or deceased member, or the estate of a dceased 
member, in, or towards, payment of any such debt. 

47. Supply of commodities 

(1) The society may arrange to supply:— 

(a) agricultural requirements of members such as seed, manure, 
implements, cattle feed, etc; and 
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(b) domestic requirements of members and other necessaries of 
life, such as, cloth, kerosene, match-boxes etc. 

(2) In making purchase of the agricultural, domestic and other 
requirements of members, the Board shall ordinarily act as agent 
of the members and shall accept no liability for any loss occurring 
in the transaction. Purchase shall be made only on indents to the 
extent of the requirements of those members who are able to pay 
in cash. Accounts showing these transactions shall be maintained 
in such forms as the Registrar may specify. 

(3) Notwithstanding anything contained in clause (2) it shall be 
competent for the Board to invest the funds of the society in out¬ 
right purchases on the basis of established needs of the members 
up to the extent of the paid-up shares capital of the society. Pur¬ 
chases exceeding this limit should only be done on the basis of 
indents referred to in clause (2). 

(4) All transactions by way of sale, or distribution, shall be on 
payment of cash and shall be confined to members only. The society 
may. however, sell for cash such commodities as may be specified 
by the Registrar to non-members. It may also sell commodities to 
its members debiting the value thereof to their loan or cash credit 
account with the society. 

(5) At the end of each quarter, a stock shall be taken and neces¬ 
sary depreciation allowed by the Board. 

(6) It shall be competent for the Board to frame subsidiary bye¬ 
laws under bye-law 21 governing purchase and distribution of mem¬ 
bers’ requirements. 

48. Marketing of agricultural produce etc. 

(1) The society may arrange for assembling and transport for 
sale through co-operative marketing societies, of the agricultural 
produce of members through the Marketing Panchayatdar appointed 
by the Board, who will discharge the function in the manner laid 
down in bye-law 37(2). 

(2) In arranging the sale of agricultural produce, the Board 
of Directors shall accept no liability for loss and shall act only 
as agent of the members concerned. Any loss arising out of the 
transactions shall be borne by the members concerned and not by 
the society. 

(3) Every time goods are lodged with the society or released 
to the member, the quantity so lodged or released shall be weighed 
or measured, the stock held previous to the transaction and the 
stock held after the transaction, as arrived at by simple arithmetical 
addition or deduction of the quantity involved in the transaction, 
shall be prepared in duplicate, the duplicate given to the member 
and his signature taken in the original in token of his acknowledge¬ 
ment. At the end of each quarter, stock shall be taken of all the 
produce in the custody of the society, after giving due notice to the 
member concerned. It shall be competent for the Board to fix the 
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scale of ciryage, wastage, etc. to be allowed in the case of produce 
deposited in the godown of the society and such scale shall be bind¬ 
ing upon the members of the society. 

49. Godowns 

(1) The society may arrange for the safe custody of the produce 
of members either in the godowns of the society or in suitable places, 
to enable them to stock the produce for sale at advantageous prices. 
They may construct, purchase or hire one or more godowns for keep¬ 
ing the produce or finished products pledged to the society for loans 
given to members of the society as well as for mere storage without 
loans, of the produce brought by members, and charge a reason¬ 
able rent on a scale to be fixed by them, from time to time, for the 
use made of these godowns by members of the society. They may 
also arrange for the insurance of the produce pledged. 

(2) Godowns shall be constructed or purchased only with the 
help of loans or subsidies from Government, donations or grants 
from public bodies or individuals, or deposits or funds specially raised 
from members for this purpose; 

Provided, however, that other funds of the society may be used 
for the purpose, with the permission of the Registrar. 

(3) The Board of Directors shall frame suitable subsidiary regu¬ 
lations under bye-law 21, governing the custody, storage and release 
of stocks from the godowns, insurance, rent etc. 

50. Disposal of net profits 

(1) The society shall out of its net profits in any year,— 

(a) transfer an amount not being less than twenty-five per 
cent, of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar 
from time to time to the ‘Cc-operative Education Fund’ 
constituted under rule 19 of the rules under the Act. 

(2) The balance of the net profits may be utilised for all or 
any of the following purposes, viz. 

(a) payment of dividend to members on their paid-up capital 
at a rate not exceeding six per cent. 

(b) constitution of, or contribution to, one or more of the 
following funds, viz., 

(i) Bad Debt Fund 

(ii) Dividend Equalisation Fund 

(iii) Building Fund 

(iv) Any other Fund approved by the general body; 

(c) . donations of amounts not exceeding seven and a half per 

cent, of the net profits to a ‘Common Good Fund’ to be 
utilised for any of the purposes mentioned in section (2) 
of the Charitable Endowments Act, 1890; 
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(d) payment to any member for any specific service rendered 

by him to the society, remuneration not exceeding . per 

cent; and 

(e) payment of bonus to employees of the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 

Note: Notwithstanding anything contained in the above bye-law, if, in 
any year, the overdues against members in respect of loans due from them 
exceed 75 per cent of the demand, the entire net profit of that year shall be 
carried to the reserve fund. 

51. Unclaimed amounts to be carried to reserve fund 

Any amount due by the society and not claimed within the 
period of limitation allowed by the Indian Limitation Act, shall be 
added to the reserve fund of the society. 

52. Losses when written off 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is 
found otherwise irrecoverable either wholly or in part, it shall be 
open to the general body to write off such amount after obtaining 
the sanction of the Registrar and of the central co-operative bank to 
which the society is affiliated. 

53. Federal society’s right to inspect 

It shall be open for the central bank and the marketing society 
to which the society is affiliated to inspect the books and accounts 
of the society. 

54. Supervision fund 

(1) The society shall contribute at the rate of eight annas on 
every sum of interest earned by it in the preceding year on every 
Rs. 100 of loans given to members to a supervision fund, which will 
be lodged with and administered by the central co-operative bank 
to which the society is affiliated. 

(2) The contribution the supervision fund shall fall due on the 
date on which the audit certificate specifying the amount payable is 
communicated to the society. 

55. Annual statements 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar— 

(a) a statement showing the receipts and disbursements for 
the year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other statements as may be specified by the Regis¬ 
trar. 
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(2) These statements shall be made up to the 30th June and a 
copy of each shall be sent to the Registrar within fifteen days after 
the close of the co-operative year ending 30th June. After the 
Registrar has verified the statements and granted his audit certifi¬ 
cate, the society shall publish such of the statements as he may 
direct in the manner specified by him. 

56. List of members 

The society shall prepare a list of its members, with their addres¬ 
ses, as on the last day of each co-operative year. The list shall be 
kept open at the office of the society during office hours for inspec¬ 
tion by any member of the society and it shall be the duty of the 
Secretary to supply copies of the list to such of the members as 
desire to have them on payment of such fees as may be specified 
by the Board of Directors in this behalf. 

57. Use of premises 

The society shall not use, or allow to be used, any premises used 
for its business, or any portion thereof, for any purpose other than 
such business or other co-operative activities. 

58. Interpretation of bye-laws. 

Should any doubt arise as to construction of the Act or the 
rules or any bye-law, the Board of Directors shall refer the same to 
the Registrar for advice and act according to his advice. 

59. Federal society’s bye-laws to prevail 

Should there be a conflict between the bye-laws of the central 
institution to which the society is affiliated and the bye-laws of this 
society, the former shall prevail. 

60. Society to keep copy of Act, rules and bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the rules governing the society and of its bye-laws open to 
inspection free of charge, at all reasonable times, at the registered ad¬ 
dress of the society. 


APPENDIX I 

Fixed Deposit 

1. (i) A fixed deposit is the deposit of a fixed amount of money 
for a fixed period of time. No fixed deposit shall be received for a 
sum less than Rs. 5 or an exact multiple thereof or for a period less 
than six months. 

(ii) Interest shall ordinarily be calculated on fixed deposits at a 

rate not exceeding . per cent, per annum. Should a fixed deposit 

from a member or from a co-operative society be made for a period 
of not less than one year, the deposit being not less than Rs. ICO, 

interest may be paid thereon at a rate not exceeding . per cent. 

per annum. Interest on fixed deposits shall be paid yearly or at 
such shorter intervals as may have been agreed upon at the time of 
deposit. 
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(iii) The interest on a fixed deposit shall cease on the expiry of 
the period for which the deposit was made, unless notice in writing 
of the intention to renew the deposit for a further period of not less 
than six months has been received in the office of the society before 
the expiry of the original period. The society is not, however, bound 
to renew a fixed deposit after the expiry of the period for which it 
was made, but in case of such refusal, interest shall be payable at the 
former rate until the date of such refusal. 


Recurring Deposit 

2. A recurring deposit is a deposit made by a person who under¬ 
takes to pay to the society every month a fixed amount of one rupee 
or a multiple or a sub-multiple thereof for a period of 12, 24, 45, 84 
or 132 months. A depositor paying one rupee per mensem for a 
period of 12, 24, 45, 84 or 132 months shall, before the close of the 
14th, 26th, 47th, 86th and 134th months, receives a sum of Rs. 12:40, 
Rs. 25-50, Rs. 50, Rs. 102:50 or Rs. 180:50 respectively, as the case may 
be, out of which the sum of Rs. 12, 24, 45, 84 or 132 shall be debited 
in the accounts as repayment of principal and the balance as interest 
thereon. Every recurring depositor shall pay his monthly deposit 
before the end of the calendar month to which it relates, failing 
which he shall be charged a fine of one naya paisa per rupee per 
month or fraction thereof on every rupee overdue. Should a recur¬ 
ring depositor be in arrears to the extent of a sum equivalent to or 
more than four monthly instalments, his deposit account shall at 
cnce be closed. It shall, however, be competent for the Board of 
Directors, if they think fit, to reopen the account provided the pres¬ 
cribed fine due up-to-date is paid, or to pay back the amount actually 
paid by the depositor together with interest on the amount of deposits 
actually made calculated at a rate not exceeding two-thirds of the 
original rate, provided the deposit amount was held by the society 
for a period of at least one year. It shall be open to the society to 
credit the whole or part of the amount due to him towards any money 
due from the depositor to the society. It shall be competent for a 
recurring depositor, with the consent of the Board of Directors, to 
alter the nature of his recurring deposit to any of the other cate¬ 
gories of deposits prescribed in these bye-laws. 

Savings Deposit 

3. (i) The Board of Directors may permit any person to open a 
savings deposit account with the society. The minimum amount that 

a person shall hold in the account shall be Rs.and the maximum 

that can be received from a depositor in any one year shall be Rs. 

and the amount to his credit at any time shall not exceed Rs. 

(ii) Interest shall be calculated on the savings deposit at not 

more than . per cent per annum on the lowest credit balance of 

any date of each month. A depositor cannot withdraw money from 
his savings deposit account unless previous notice of at least one 
month of such withdrawal in each case has been given. No notice 
of any kind is, however, necessary for withdrawals from such accounts 
up to a limit of Rs. 200 in a week (Monday to Saturday inclusive). 
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(iii) Every savings depositor will be supplied with a pass-book 

for which he shall be charged.naye paise. If the pass-book is 

lost, he shall be charged.nayeipaise for the supply of a fresh 

pass-book. 


Homesafe Deposit 

4. A homesafe deposit is a deposit made by a person who under¬ 
takes to deposit at his convenience in a homesafe any amount that 
he can spare and pay the contents thereof into the society every 
month for a priod of twelve months. Amounts paid to the credit 
of a homesafe deposit account by the fourth day of the month shall 
carry interest from the beginning of that month; amounts paid after 
that date shall carry interest only from the beginning of the next 

month. Interest shall be calculated at the rate of . per rupee per 

month. The total amount, together with the interest accrued, will 
be payable to the depositor in the thirteenth month. Interest shall, 
ipso facto, cease from the close of the twelfth month. Interest shall, 
shall at any time be allowed on fractions of a rupee. Every home- 
safe depositor will be supplied with a pass-book free of charge and 

with a homesafe and with a lock at a cost of.naye paise. No 

transactions of any kind shall be effected in a homesafe deposit 
account without the production of the pass-book and the homesafe. 
A lost or spoilt pass-book or homesafe will be replaced by another 

on payment of or .naye paise respectively. The key of the 

homesafe shall be in the custody of the society and the safe shall 
be opened by the president or the secretary in the presence of the 
depositor or his agent who produces it for the purpose of crediting 
the contents thereof to the depositor’s account. The depositor shall, 
at the time of obtaining payment of the amount to his credit, return 
the pass-book to the society. Should a homesafe depositor fail to 
use the safe for a continued period of four months, his deposit account 
shall at once be closed and he shall be paid back the amounts actually 
paid by him, his pass-book being obtained back from him. It shall 
be open to the society to credit the whole or part of such amount 
towards any money due from the depositor to the society. 

Chit Fund 

5. On an application of 10 or more members, the Board of Direc¬ 
tors may start and conduct chit funds to secure savings and frame 
rules for that purpose subject to the following conditions:— 

(a) the number of members of a single chit fund shall be not 
less than 10 and not more than 24; 

(b) the total amount of any chit fund shall not be more than 
Rs. 2,400; 

(c) the period during which a chit is to run shall be not less 
than 10 and not more than 24 months; 

(d) every chit member must subscribe for at least one share in 
the chit fund but no member can take more than 3 such shares; 

(e) the method of disposal of a chit amount shall be under the 
auction system under which the pool or amount subscribed by all 
the members is knocked down to the member who bids the highest 
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discount as consideration for drawing the poll. Where there is no 
bid, the collection less 4|% shall be lent to the member selected by 
casting lots among all the members who have not already had loans 
under the system or when two or more members bid the same dis¬ 
count, selection by casting lots shall be made among them; 

(f) the discount in disposing of any chit fund shall be not less 
than 4J% and not more than 9%; 

(g) the members applying for the starting of a chit fund shall 
be jointly and severally responsible for any loss arising by any mem¬ 
ber or members of the chit failing to fulfil their engagements, and 
the society as a whole shall not be responsible for such loss; 

(h) the Board of Directors shall have full discretion in the mat¬ 
ter of obtaining security from members to whom the chit amount is 
allotted; 

(i) out of the discount or interest collected six naye paise in 
the rupee shall be appropriated by the society towards the cost of 
establishment the remainder being distributed among the members 
of the chit fund in the proportion of their shares; 

(j) any sums due to the society by members who are also subs¬ 
cribers to a chit fund may at the discretion of the Board of Directors, 
be deducted from the chit amount or discount or interest when it 
falls to them. 

APPENDIX II 

Special bye-laws relating- to service conditions of employees 

Subject to the budget allotment sanctioned by the general body, 
it shall be competent for the Board of Directors to prescribe, from 
time to time, the strength of the establishment of the society and the 
scale of pay admissible to each member thereof. Except the secre¬ 
tary who will be a whole-time paid officer and who shall be appoint¬ 
ed by the Board of Directors, all the other members of the estab¬ 
lishment shall be appointed by the president, or the Board of Direc¬ 
tors as the case may be, in accordance with the subsidiary rules 
framed for the purpose. 

2. The following shall be the minimum academic qualifications 
to be satisfied by the various categories of staff to be employed by 
the society: 


Secretary, Accountant and Clerks 

(a) Secondary School Certificate or its equivalent. 

(b) Training in a Co-operative Training Institute recognised by 
the Registrar of Co-operative Societies, the standard of the 
training imparted being at least equal to that prescribed for 
subordinate personnel by the Central Committee for Co¬ 
operative Training. 
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Cashier 

(a) Secondary School Certificate or its equivalent. 

3. The following shall be the duties of the Secretary:— 

(1) To summon and attend all meetings of the general body 
and Board of Directors of the society; 

(2) To record the proceedings of such meetings in the minute 
book; 

(3) To make disbursements and receive payments under orders 
of the Board of Directors; 

(4) To keep all accounts and registers required by the rules; 

(5) To prepare all the receipts, vouchers, balance-sheet and 
other documents required for the transaction of the busi¬ 
ness of the society; 

(6) To conduct correspondence and to supply all needful infor¬ 
mation to the members; 

(7) To see that the audit note is placed before the Board of 
Directors for consideration without delay and to take neces¬ 
sary steps in meeting the requirements of the compli¬ 
ance report; 

(8) To guide, supervise and control the work of the salaried 
staff of the society; 

(9) To sign cheques payable or other instruments below 
Rs. 100 on behalf of the society; 

(10) To incur contingent expenditure up to the limit fixed by 
the Board and subject to its confirmation; 

(11) To advise and assist members in regard to the productive 
use of credit; and 

(12) To do all other work which may be entrusted to him by the 
Board. 

4. No appointment by direct recruitment to the post of secre¬ 
tary shall be made except by inviting applications by advertisement 
in some leading dailies, provided that this restriction shall not apply 
to the appointment of an officer whose services have been lent by 
Government. 

5. No person shall be appointed to the service of the society if 
he has on the date on which he assumes charge of the post, attained 
the age of 30 years, provided that in the case of a person who has 
acquired experience in a field valuable to the working of the society 
in the opinion of the Board, the restriction as regards the age at 
entry into service shall not apply. No employee shall be continued 
in the service of the society if he has attained the age of 55 years. 

8. A person appointed to any post in the society’s service shall 
be on probation for such period as the Board thinks necessary, after 
which period he shall be confirmed in the post, if his work and con¬ 
duct have been satisfactory. It shall be competent for the appointing 
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authority to terminate the service of an employee during the period 
of his probation, if his work and conduct are not satisfactory. No 
appeal shall lie against an order terminating the probation of an 
employee. 

7. A person appointed to any post in the society’s service shall be 
competent to resign the post at his discretion the notice of such 
resignation being in writing addressed to the president. He shall, 
however, continue to be an employee of the society until his resigna¬ 
tion has been accepted by the president. 

8. Every employee of the society shall be eligible for the follow¬ 
ing kinds of leave, provided that no employee shall claim leave as 
a matter of right and that no appeal shall lie against an order refus¬ 
ing leave: 

Casual leave —— Ten days in a year. 

Privilege leave-One month, with or without medical certifi¬ 

cate, for every eleven months of duty. 

9. The secretary shall be the authority competent to sanction 
casual leave to the other employees of the society; and, the president 
shall be the authority competent to sanction casual leave to the 
secretary and privilege leave to all the employees including the 
secretary. 

10. No employee shall except when generally or specially em¬ 
powered or permitted in this behalf by the Board communicate 
directly or indirectly any document of information, which has come 
into his possession in the course of his official duties, or has been pre¬ 
pared or collected by him in the course of such duties, whether from 
official sources or otherwise, to any other person, institution or to 
the Press. 

11. No employee shall have pecuniary transactions with indivi¬ 
duals or institutions coming in contact with him in the course of his 
official duties or accept directly or indirectly on his own behalf or on 
behalf of any other person, or permit any member of his family to 
accept any gift, gratuity or reward from any person with whom he 
is concerned in the performance of his work, provided that this rule 
shall not apply to any borrowings by an employee on the security 
of his own deposits, savings, insurance policy, etc., from other insti¬ 
tutions. 

12. No employee of the society shall, by canvassing or otherwise, 
use his influence in any way in an election to a public body consti¬ 
tuted under Constitution of India or to any institution constituted 
under an Act of the State Government provided that he may record 
his vote, if he is qualified to do so. In the latter case, he shall, as 
far as possible, avoid giving any indication beforehand of the man¬ 
ner in which he intends to vote. 

13. Any employee who contravenes the provisions of rules 9, 10. 
11 shall be liable for such punishment as the authority competent to 
award it may decide. 
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14. (a) For purposes of taking disciplinary action against mem¬ 
bers of the establishment, the Board of Directors shall elect from 
among themselves a sub-committee consisting of the president and 
two other members. The sub-committee shall hold office for the same 
term as the Board of Directors. Interim vacancies in the sub-committee 
shall be filled up by the Board. The sub-committee shall exercise 
the powers specified against it in the succeeding sub-clauses. 

(b) Any member of the establishment may, for good and suffi¬ 
cient cause, be punished in one or other of the following ways in 
the discretion of the authority competent to award the punishment 
as shown in the table below :— 


Authority competent to 


Rank of the - 
employee 
punished 

Censure 
or fine 

withhold 

increment 

Suspend or 
reduce 

Dismiss 

Secretary or 

president 

President 

Sub-Committee 

Sub-C ommittee 

Manager. 





All other 

Secretary 

President 

Sub-Committee 

Sub-Committee 

employees 






(c) No kind of punishment except censure or fine not exceeding 
Rs. 10 shall be awarded to any employee unless he has been informed 
in writing of the grounds on which it is proposed to take action 
against him and he has been afforded an opportunity and all facili¬ 
ties including a personal hearing to defend himself. Every order 
awarding a punishment shall be communicated to the employee con¬ 
cerned in writing, stating the grounds on which the punishment has 
been awarded. 


(d) Except in the case of a censure or fine, an appeal shall lie 
against every order awarding a punishment, to the competent appel¬ 
late authority shown in the table belcw: 


Rank of the 
appellant 

Authority competent to dispose 

of appeal against 


Stoppage of 
inci ement 

Suspension 
or reduction 

Dismissal 


Secretary or 

Board of 

Board of 

Board of 


Manager 

Directors 

Directors 

Directors 


All other 

Sub-Comm it tee 

Board of 

Board of 


employees 


Directors 

Directors 



No appeal shall be entertained if it is not preferred within a 
period of three months from the date of the order awarding the 
punishment. 

(e) The authority competent to suspend an employee may. at 
its discretion, sanction him a subsistence allowance at a rate not 
exceeding one-fourth of his substantive pay, during the period of his 
suspension. No employee shall, in any case, be kept under suspen¬ 
sion for a period exceeding three months at a time. 
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15. Every employee of the society who has been confirmed in 
his post shall be required to contribute to the employees’ provident 
fund of the society, if constituted in accordance with the rules framed 
by the Board of Directors for the purpose. 

16. When an employee who has put in at least ten years’ satis¬ 
factory service in the society retires from service or if he dies while 
in service, it shall be competent for the Board of Directors to sanc¬ 
tion him or to his heirs, as the case may be, a gratuity determined 
according to the following scale:— 

(i) For a person who has Rs. 1,000 or more in his provident 
fund account inclusive of the society’s contribution and ex¬ 
clusive of any loan taken by him—Nil. 

(ii) For a person who has less than Rs. 1,000 exclusive of any 
loan taken by him—the difference between Rs. 1,000 and 
the amount to his credit in the provident fund account in¬ 
cluding the society’s contribution subject to a maximum of 
three times his substantive pay on the date of his retire¬ 
ment or death while in service, as the case may be. 

17. The society shall maintain a record of the service of every 
employee in its service, as also on account of the leave earned and 
availed of by the employee concerned. All changes affecting the 
rank, emoluments, transfers and other allied matters shall be noted 
In this record then and there and attested by the president in the 
case of the secretary and by the secretary in the case of all other 
employees. 

18. A copy of these bye-laws shall be given to each employee and 
an undertaking shall be taken from him that he would abide by these 
bye-laws. 

19. No paid employee shall be a member, representative or officer 
of any association representing, or purporting to represent, non-official 
co-operative employees unless such association satisfies the following 
conditions:— 

(a) the association is recognised by the Registrar of Co-opera¬ 
tive Societies, 

(b) membership of the association is confined only to the 
employees of co-operative institutions, 

(c) the activities of the association are confined to the better¬ 
ment of the prospects of employment, service conditions, 
emoluments and the welfare of its members generally, 

and 

(d) the association is not in any way connected with or affi¬ 
liated to (i) any association which does not, or (ii) any 
federation of associations which does not satisfy condi¬ 
tion (a). 
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APPENDIX III 


Loans and Cash Credits on the Security 
of Produce 

(1) Loans or cash credits may be granted to members, not exceed¬ 
ing Rs. 5,000 to an individual member, on the security of their produce 
or finished products. Such loans shall be limited to 75 per cent, of 
their market value of the date of the grant of the loans or cash credits 
in the case of food grains 70 per cent, in the case of commercial pro¬ 
duce like cotton, ground-nut and supari and 60 per cent, in the 
case of other commercial produce. The borrowing member may in¬ 
stead of taking payment of such a loan in one lump draw it in instal¬ 
ments according to his convenience. Interest will be calculated for 
the instalment so taken only from the date of the disbursement of 
each such instalment. 

(2) The Board of Directors should take immediate possession of 
the movables so pledged. Wherever possible, the movables pledged 
should be removed from the premises of the borrower to a place spe¬ 
cially provided by the Board for their safe custody. Where it is rot 
possible to do so, the borrowing member may be entrusted with the 
property by the Board subject to all risks and damages being borne 
by the member himself, the Board at the same time securing the 
property with the lock and the seal of the society. The society shall 
also obtain personal surety bonds where the borrowers cannot offer 
unencumbered immovable property as collateral security. 

(3) The Directors, either individually or in groups, or any one 
authorized by the Board of Directors in that behalf shall have power 
to inspect and check the articles so left for safe custody with borrower 
himself. The lock and seal of the society shall, however, ordinarily 
be opened only in the presence of the borrower or some one on his 
behalf. 

(4) In respect of loans and cash credits exceeding Rs. 500 in the 
case of non-combustible produce, and all loans and cash credits on 
the pledge of combustible produce, the produce shall be insured 
against fire to the full market value of the produce pledged. The 
insurance policy shall be in the joint name of the borrower and the 
society and the period of insurance shall correspond to the period of 
the loan, including extension if any. It shall be competent to the 
society to pay the insurance premia on behalf of the borrower and 
recover the amount from him. 

(5) The Board may obtain at the same time when the pledged 
property is handed over or subsequently, the consent of the borrower 
to dispose of it outright. In such cases, the Board may arrange for 
sale through the nearest co-operative marketing society, if there is 
one. 


(6) Loans and cash credits on the security of produce or finished 
products need not be limited to the individual member’s maximum 
credit limit or in accordance with the credit limit per share prescribed 
in bye-laws. 
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MODEL BYE-LAWS FOR A PRIMARY CO-OPERATIVE 
AGRICULTURAL THRIFT AND CREDIT 
SOCIETY UNLIMITED 

1 Name, address and area of operation 

(1) The . Co-operative Thrift AND Credit Society unlimited. 

No. is registered as a co-operative society under the . Co¬ 
operative Societies Act, . Its address shall be.village,. 

post office . in the taluk of . in the . district. 

(2) Its area of operation shall be confined to . 

2. Objects 

The objects of the society shall be:— 

(i) to encourage thrift, self-help and co-operation among mem¬ 
bers, and to disseminate knowledge regarding the latest improve¬ 
ments in agriculture; 

(ii) to borrow funds from members and others; 

(iii) to grant loans to members for useful purposes; 

(iv) to help members to procure agricultural requirements like 
seed, manure, implements, etc., and domestic requirements such as 
salt, kerosene matches and other necessaries of life; 

(v) to own or hire godowns to provide facilties to members to 
store their produce and for stocking agricultural and domestic re¬ 
quirements referred to in (iv) above; and 

(vi) to own and hire to members improved agricultural imple¬ 
ments and tools as well as small units of machinery for the deve¬ 
lopment of land, agricultural production and processing of agri¬ 
cultural produce. 

3 Capital 

(1) The capital ot the society shall be made up of . shares 

of Rs. each. 

(2) Fifty per cent of the value of a share shall be payable on 
allotment and the remainder in two equal half yearly or annual 
instalments. Every member will, however, have the right to pay 
the full value of his share on allotment. 

4. Liability of members 

(1) The members of the society shall be jointly and severally 
liable to contribute to any deficits in the assets of the society in 
the event of its being wound up. 

5. Application for admission 

(1) Applications for admission as members and for allotment 
of shares shall be made to the secretary in the form, if any. speci¬ 
fied by the society for the purpose. 
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(2) Every such application shall be disposed of by the Board 
of Directors who shall have power to grant admission or to refuse 
it, after recording reasons for such refusal. 

Provided that any individual whose application for admission 
has been refused by the Board may appeal to the Registrar, and if 
the Registrar so directs, he shall be admitted as a member by the 
society on his paying the admission fee. if any, and on his purchasing 
at least one share. 

6. Membership 

(1) Any person over 18 years of age who is competent to con¬ 
tract and is residing within the area of operations of the society 
referred to in bye-law 1 shall be eligible for admission as a member 

(2) No individual, being a member of another primary co-opera¬ 
tive credit society, shall be admitted as, to be. a member of the 
society. 

(3) No person shall be eligible for admission as a member of 
the society if he has applied to be adjudicated an insolvent, or is 
an undischarged insolvent, or has been sentenced for any offence 
other than an offence of a political character, or an offence not in¬ 
volving moral turpitude, such sentence not having been reversed or 
the offence pardoned: 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of 
such sentence. 

(4) Any member of the society shall cease to be a member if 
he incurs any of the disqualifications mentioned in clause (2) and 
clause (3), or changes his residence permanently from the area of 
operations of the society. 

7 Restrictions on holding ol shares 

(1) Every member shall purchase at least one share. No mem¬ 
ber shall hold more than such portion of the share capital as may 

exceed one-fifth of the issued share capital or of the value of Rs.. 

whichever is less. 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not 
to exceed the limit laid down in clause (1). 

8 Withdrawal or resignation from membership 

(1) No member shall be permitted to withdraw any of the 
shares held by him in the society, or to resign his membership of 
the society, within two years from the date on which he was 
admitted as a member: 

Provided, however, that a member may be permitted to with¬ 
draw, or resign his membership, in exceptional circumstances and 
with the approval of the Registrar earlier than five years, but not 
earlier than one year from the date of his admission to member¬ 
ship. 
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(2) After the period specified in clause (1) a member may with¬ 
draw any of his shares with the consent of the Board of Directors, 
cr resign his membership: 

Provided, firstly, that there are no debts due from him to the 
society and, secondly, that there are no debts due to the society 
in regard to which he has stood surety. 

(3) When a member resigns his membership he shall send a 
letter of resignation to the secretary of the society and such resigna¬ 
tion shall take effect from the date on which the resignation is ac¬ 
cepted by the Board. The value of the shares allowed to be with¬ 
drawn, or the shave capital of a member who has resigned his mem¬ 
bership, shall be paid back to him with the dividend declared, if 
any. The total share capital withdrawn or returned in any one 
year shall not, however, exceed ten per cent of the aggregate paid 
up share capital of the society as it was on the 30th June preceding. 
This limit shall cover all refunds of share capital except those made 
under bye-laws 9, 10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either 
on account of his changing his residence permanently from the area 
of operations laid down in bye-law 1. or for any other reason men¬ 
tioned in sub-clause (3) of bye-law 6, the Board of Directors shall 
remove his name from the list of members and shall pay back, 
within a reasonable period, to such member the share capital actually 
paid by him with the dividend declared, if any, after deducting 
therefrom the money, if any. due from him to the society either 
av principal debtor or as surety. 

10 Nomination of heir 

") u member die.' I is membership shall ipso /aero cease. 

-.2) fa) Every member oi the society may nominate a person 
or persons to whom in the event ol his death, his share cr interest 
wi the capital of the society shall be transferred or the value thereof 
and any other money due to him from the society shall be paid. The 
number of persons so nominated, however, shall not exceed the 
number of shares held by the member. The member may from time 
to time revoke or vary such nomination. The nomination shall, in 
the event of his death, be given effect to by the Board of Directors 
provided that— 

(i) the nomination .\as signed by (he deceased in the presence 
of at lease two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the so- 
c.c-ty kept for the purport. 

<b) In the event of there being no person nominated by the 
deceased member qualified in accordance with the bye-laws for mem¬ 
bership of the society, the society shall transfer the share or inter¬ 
est of the deceased member to such person as may appear to the 
Board of Directors to be the heir or legal representative of the de¬ 
ceased within one month of the death of the deceased member. 



3 ^ 

Provided such heir or legal representative or nominee shall have 
been admitted by the Board of Directors as a member of the society. 

(c) In the event of there being no person qualified to succeed 
under sub-clause (a) or (b) of this clause, or on the application of 
the nominee, heir or legal representative of the deceased member, 
the society shall pay to such nominee, heir or legal representative, 
as the case may be, a sum representing the deceased member’s 
share or interest at the time of his death, ascertained in the manner 
prescribed in the rules: 

Provided that nothing in this sub-clause shall prevent a minor 
or a person of unsound mind from acquiring by inheritance or other¬ 
wise, the share or interest of a deceased member in the society. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nominated 
by him in accordance with clause (2) (a) of this bye-law, or to such 
person as may appear to the Board of Directors to be the heir or 
legal representative of the deceased member, as the case may be, 

11. Expulsion of a member 

(1) If a member deceives the society in any way or if his general 
conduct is such as to render his removal necessary in the interests 
of the society, it shall be open to the general body to expel such 
member, provided he has been given a reasonable opportunity of 
being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two months 
from the date of such decision. The order of the Registrar on the 
appeal shall be binding on both the society as well as the person 
aggrieved by the decision of the society. 

(3) A person who has ceased to be a member, shall be paid ail 
moneys due to him fiom the society, after deducting therefrom any 
money due from him tc the society and he shall be liable as provided 
in bye-law 4 for the debts due by the society as they stood on the date 
of cessation of membership for a period of two years from such date. 

12. Deposits 

Fixed Deposits may, at the discretion of the Board of Directors, 
be received from members or non-members: 

Provided that deposits from members shall be given preference 
to deposits from non-members. 

13. Other borrowings 

It shall be competent for the Board of Directors to borrow funds, 
otherwise than by way of deposits, either from members or from 
persons other than members, or from other co-operative socities, 

provided that the rate of interest shall not. in any case, exceed.. 

per cent per annum. 
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14. Maximum borrowing limit 

The society shall not receive deposits and loans, from members 

and non-members together, in excess of Rs.or of any lower limit 

fixed by the Registrar: 

Provided that if the society accepts deposits from members 
alone and has no other outside liabilities, it may receive such 
deposits in excess of the limit, if the excess is invested as deposits 
in the financing bank to which it is affiliated, or in Government 
or any other securities specified in section 20 of the Indian Trust 
Act, 1882 and if such deposit or investment is not withdrawn, or 
otherwise utilised by the society, except for the repayment of the 
said excess deposits. 

15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society v/ho are qualified to vote at general body 
meetings of the society and shall bring such list up-to-date within 
a fortnight before each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of the 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this behalf. 

(3) No member shall be admitted during the fifteen days pre¬ 
ceding the date fixed for any general body meeting of the society 
at which office bearers are to be elected. 

16. Meetings of the general body 

(1) The Board of Directors shall call at least once a year an 
annual general meeting of the general body of the society. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the society for the conduct of its business and 
shall call such a meeting within one month of the receipt of a requi¬ 
sition in writing from one-fifth or more members, or from the Regis¬ 
trar. 


(3) The quorum for a general body meeting shall be . or 

one-fourth of the total number of ‘A’ class members on the list at 
the time, whichever is less. 

17. Notice of meetings of general body 

(1) .days’ notice shall ordinarly be given to members before 

a meeting of the general body is convened. 

(2) Notice for a general meeting may be given to members in 
one or more of the following modes ; namely,— 

(i) by means of beat of drum in the area of operations of the 
society; 

(ii) by affixing a copy of the notice for the meeting in some 
conspicuous place in the area of operations of the society 
and in the office of the society; 

(iii) by circulation of the notice book and getting signatures of 
members in it; or 

(iv) by sending the notice by post under certificate of posting. 
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(3) In the case of amendments to bye-laws of the society, notice 
shall be sent to each of the members in due time, either by circula¬ 
tion or otherwise; and such notice shall give the members a reasonably 
clear idea of the nature of the amendments proposed. 

(4 1 If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 

18. Conduct of general meetings 

(.1) The president, when present, shall preside at the meetings 
of the general body. In his absence, the general body may choose 
a chairman from their member to preside at the meeting. Every 
member present shall have one and only one vote. All questions, 
except those relating to amendment of bye-laws of the society, shall 
be decided by a majority of votes of the members present and voting. 
When votes are equal, the chairman of the meeting shall have a 
second or casting vote. 

(2) Every amendment of the bye-laws shall be made only by a 
resolution passed by a two-thirds majority of the members present 
and voting, at a meeting of the general body of the society. 

19. Powers of the general body 

(1) The ultimate authority in all matters relating to the adminis¬ 
tration of the society shall be the general body. 

(2. The general body shall not. however, interfere with the 
actions of the Board of Directors, or any officer of the society, 
performed in the exetcise of powers conferred on them by the bye¬ 
laws 

<3( The following, among other matters, shall be dealt with 
by 'be general body:— 

fi) the programme of activities for the ensuing year; 

Ciii the fie .lien and removal of the elected members of the 
Board cl Directors : 

(iii) the approval of the annual budget of income and expen¬ 
diture; 

(iv) the annual report due to the Registrar; 

<v) the Registrar’s audit notes; 

Vvi) the amendment of bye-laws; 

fvii) disposal of net profits; and 

(viii) the expulsion of a member. 

20. Management: Board of Directors 

«.i) Subject to such resolutions as the general body may, from 
time to time. pass, the executive management of the affairs of the 
society shall vest in the Board of Directors consisting of.mem¬ 
bers. The Board shall remain in office for a period of. 

(21 The services of the members of the Board shall be 
gratuitous, except as provided for in bye-law 50, 
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21. Qualifications and Disqualifications of Membership of Board 

u) No person shall be eligible for election to the Board of Di¬ 
rectors of the society, if he— 

(a) is a paid employee of the society or the financing bank to 
which the society is affiliated; or 

tb> is in default to the society, or to any other society, in respect 
ot any loan or loans taken by him, or is a defaulter to the society 
or to any other society: or 

• ci is interested directly or indirectly in any contract made with 
the society, or in any sale or purchase made by the society privately 
or m any auction, or in any contract or transaction of the society 
(other than investment and borrowing) involving financial interests, if 
the contract or transactions be subsisting, or if the contract, transac¬ 
tion. sale or purchase, be not completed. 

(2) A member of the Board of Directors of the society shall 
cease to hold his office as such, if he incurs any of the disqualifica¬ 
tions mentioned in clause (1) above. 

22. Term of office of the Board members 

tl) Each member of the Board shall continue in office, after the 
expiry of his term of office, until another member is elected in his 
place. A retinng member of the Board shall be eligible for re-election. 

1 2> It shall be competent to the general body to remove, at any 
■ iir.fr, any member elected by them to the Board and elect another 
in his place. 

Any member of the Board of Directors :na>, at any time, 
resign from hit office by : ending a le tter of resignation to the 
secretary of the society ; but such resignation shall lake effect 

only from the date on which it is accepted by the Board. 

4 i Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its per- 

mis:-.oil, he shall cease to be a member of the Board. 

(,5) Interim vacancies of the members on the Board of Direc¬ 
tors shall be filled by co-option by the Board. 

_’;f Powers of Board of Directors 

Amongst other things, the powers of the Board shall be— 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans, on such 
terns and conditions as they "nav determine: 

(ti) to grant loans and advances to members on such terms 
and conditions as they may determine from time to time; 

(iii) to sanction investment of the funds of the society; 

(iv) to sanction extension of the period of loans which become 
due for repayment after recording the reasons for such extension in 
each case: 
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(v) to admit members and allot shares and to approve transfer 
of shares; 

(vi) to construct, purchase, take on hire or otherwise acquire 
godowns or such other structure, to enable the members to stock 
their produce and to stock agricultural requirements such as seed, 
manure, fertilizers, implements, cattlefeed etc., and consumers’ goods 
and other necessaries of life; 

(vii) to arrange for the purchase and supply of agricultural 
and domestic requirements of the members; 

(viii) to maintain such accounts and registers as are specified 
by the Registrar from time to time; 

(ix) to place before the general meeting of the society the 
Registrar’s notes of audit and of inspection; 

(x) to scrutinise the annual budget of the society and to recom¬ 
mend the same to the general body for its approval; 

(xi) to incur such expenditure as may be necessary for the 
management of the society, with reference to the scale, and within 
the budget allotment, sanctioned by the general body for each year; 

(xii) to frame regulations (which shall be entered in the minute 
book of the society) for the conduct of the business of the society 
consistent with the Act, the rules and these bye-laws, subject to the 
approval of the Registrar; 

(xiii) to arrange for the assembling and transport for sale 
through co-operative marketing societies of the agricultural produce 
of members; 

(xiv) to do such other acts and transact such other business as 
is consistent with the objects of the society and as may be incidental 
to the administration of the society. 

24. Meetings of the Board 

The Board of Directors shall meet once in three months, or 
■oftener if necessary, to conduct the affairs of the society. The 

quorum for a meeting of the Board shall be . All questions before 

the Board shall be decided by a majority of votes. If there is an 
equality of votes, the president or other presiding member shall 
have a second or casting vote. No member of the Board shall be 
present at a meeting of the Board when any matter in which he is 
personally interested is being discussed. 

25. President and Secretary 

The members of the Board of Directors shall together elect 
from among themselves a President and a Secretary. 

26. Duties of President, and Secretary 

Subject to such resolutions as the Board of Directors may from 
time to time pass, the several officers of the society shall have the 
powers mentioned below;— 

(a) the president shall have a general control over all the 
affairs of the society and shall be ex-officio treasurer of the society: 
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(b) the secretary, shall be responsible for the executive admi¬ 
nistration of the society subject to the control of the president; 
should the secretary require relief from work; it shall be competent 
for the president to grant relief, making suitable arrangements for 
the conduct of work by one or more of the members of the Board 
of Directors; 

(c) the secretary/president shall be the officer to sue or be 
sued on behalf of the society and all bonds in favour of the society 
shall be in the name of the secretary or president; 

(d) the president shall have the custody of all the properties 
of the society including cash. The Board of Directors shall frame 
subsidiary regulations, with the approval of the Registrar, for en¬ 
suring the safety of the properties left in the custody of the presi¬ 
dent. 

27. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary or the president. In the case of borrowings from non-members 
or from other societies, the receipt or bond shall be executed by 
the secretary and at least two members -of the Board of Directors 
of whom the president shall be one. 

28. Loans: to whom can be made 

Loans and cash credits shall be given only to members: 

Provided that loans and cash credits on the security of deposits 
may be given both to members and to persons other than members. 
No person can claim a loan or cash credit as a matter of right. 

29. Authority to sanction loans 

(1) All applications for loans and cash credits shall be made 
in the form, if'any, specified for the purpose to the secretary who 
shall place them before the Board of Directors with his remarks, if 
any. 

(2) Such applications shall be disposed of by the Bord: 

Provided that, in emergent cases, loans not exceeding rupees 
fifty may be sanctioned by the president. 

30. Restriction on loans 

(1) No member shall at any time be indebted to the society 

by way of principal to the extent of more than Rs. on account 

of any loan or loans taken by him and/or any cash credits sanction¬ 
ed to him. 

(2) Subject to the above maximum, a member shall be eligible 

for a lean and/or cash credit not exceeding . times the value 

of the shares held by him. Members belonging to an undivided 
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family shall not be given, in the aggregate, a loan and/or cash 
credit in excess of the amount admissible to an individual mem¬ 
ber. 


•Note: (a) The loans and/or cash credits that may be given to an 
•Individual member or members of an undivided family, secured in one or 
more of the methods mentioned in bye-law 3, shall not, in the aggregate, 
exceed the individual maximum credit limit laid down in this bye-law, except 
r.s provided in the note under sub-clause (ii) of clause (1) of bye-law 3. 

(b> The size of a short-term loan provided to a borrower for agricul- 
• ;ral operations shall be based on the acreage of different crops cultivated 
oy a borrower. The scale of fimince per acre of the different crops, shall 
ee determined in advance by the Board of Directors and announced for the 
nformation of the members. 

(cl The short-term loan may be given in the shape of a cash-credit limit, 
•ixed in advance of the cultivation season to be drawn upon by the member 
:>om time to time during the season as and when required. The period during 
which such a limit may he utilised shall not. in any case, exceed one year. 


31. Security for loans 

(1) Loans and cash credits shall be secured in one or other of 
:he following methods, namely,— 

(i) on the joint and several responsibility of the borrower and 
one or two other members standing sureties for him, provided that 
•he iota! amount for which a member can stand surety shall not 

exceed Rs. for each share held by him and provided further 

-hat the total amount outstanding against any member on such per¬ 
sonal surety snail not exceed Rs. ..... and that the loans are repaid 
within a period cf 12 months: 

(ii) on the security ot the fixed deposit, if any, to the credit 
i * i>c borrowei. not exceeding 5*0% of the amount of such deposits; 

vote : The amount of a loan or cash credit granted on the security and 
,-ithii: the Umi; specific.! i.i this clause shall not be subject to any of the 
ik elutions to tl-e contrary effect laid down in bye-law 30 as to tne niaxi- 
v i,'. amour,-, of ‘.•■an ■‘•Jmissiblc lo an individual member or to members of 
an undivided family or as lo the lim:; calculated with reference to the 
number of shares held by him or them. 

(iii) on the mortgage of unencumbeied immovable property 
wholly belonging to the borrower not exceeding 50'f of the esti¬ 
mated market value of such property; 

(21 In granting loans and cash credits, preference shall be 
given to loans on the security of deposits, if any, of the borrower 
with the society. All other loans shall be paid in order of their 
sanction. 


32. Purposes of Loans 

Loans and cash credits shall be given only for useful purposes. 
The following alone shall be deemed useful purposes:— 

(A) Short-term purposes 

(i) purchase of seed, manure or agricultural implements and 
•there cultivation expenses; 
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(ii) purchase of cattle and of fodder for the same; 

(iii) purchase of implements and raw materials required for 
cottage and village industries; 

(iv) carrying on petty trade; 

(v) undertaking of subsidiary occupations; 

(vi) purchase of food-grains and other necessarie of life; 

(vii) payment of land revenueor rent; and 

(viii) such other purposes as are declared, from time to time, 
by the Registrar as short-term purposes. 

iB) Medium-term purposes 

(i) reclamation of land; 

(ii) bunding and other land improvements as are necessary for. 
and are conducive to. the cultivation of crops; 

(iii) preparation of land for orchards and plantations; 

(iv) construction, development and maintenance of sources of 
irrigation; 

(v) purchase of such livestock . implements, machinery and 
transport equipment as are necessary for, or conducive to, agri¬ 
culture; 

(vi) construction of farm houses or cattle-sheds: 

(vii) repayment of petty debts; 

(viii) ceremonial expenses not exceeding Rs. : 

(ix) educational purposes: 

(x) purchase, construction, development or maintenance of such 
equipment as may be needed for carrying on animal husbandry and 
allied activities jointly undertaken with agricultural operations; 
and 

(xi) such other purposes as are declared, from time to time, by 
the Registrar as medium-term purposes. 

33. Linking credit with marketing 

(1) When a loan is given for any of the purposes enumerated in- 
bye-law 32, the Board of Directors shall, on instructions from the 
Registrar, require the borrower to sell through the marketing 
society to which the society is affiliated, the whole of the agricul¬ 
tural or other produce raised by the borrower, or at least as much 
of it as will be sufficient to cover the loan or the loans, or the 
instalments due, and to authorise the marketing society to appro¬ 
priate the sale-proceeds towards such loan or loans, or the instal¬ 
ments due, and to execute an agreement for this purpose. 

(2) The borrower may deliver the produce to the marketing 
society himself or to the Marketing Panchayatdar appointed by the 
marketing society to which the society is affiliated, from amongst 




44 


the members of the society, who shall act as agent of the marketing 
society for collecting the produce from the members and for trans¬ 
porting it for sale to the marketing society. 

(3) The Marketing Panchayatdar will maintain proper accounts 
for the produce so collected by him and will be responsible for it 
fill it is delivered to the marketing society. The Marketing Pan¬ 
chayatdar shall issue printed receipts for the produce received from 
the member from the receipt book supplied by the marketing- 
society. 

34. Period of loans 

(1) The period for the repayment of each loan shall be fixed 
by the Board according to the purpose of the loan. Loans for short¬ 
term purposes shall be repaid from the proceeds of the next har¬ 
vest, while loans given for medium-term purposes, shall be repaid 
in two to five years in instalments fixed by the Board in proportion 
to the repaying capacity of the borrower. 

(2) The period of repayment shall be fixed by the president in 
the cases in which he acts under bye-law 29(2) and by the Board of 
Dii'cctors in all other cases. 

(3) The instalments shall be fixed so as to coincide as far as 
possible with the selling time of agricultural produce, or with the 
time when the borrower is likely to be able to pay. When the period 
for the repayment of a loan exceeds one year, the instalments shall 
be clearly specified in the bond with a condition that, if an instal¬ 
ment of principal or interest is not paid on the due date and the 
Board does not deem it necessary to grant an extension the whole 
amount shall be recoverable at once. 

(4) A cash credit sanctioned to a member shall be in force for 
one year only, terminable on 30th June and an application should 
be made in good time for renewal of the cash credit. It shall, how¬ 
ever, be open to the society to reduce or terminate the cash credit 
once sanctioned to a member after giving a month’s notice to such 
member. 

35. Extension when granted 

Should, however, a borrower be unable to repay the required 
instalment of the loan, the Board may, for satisfactory reasons 
to be recorded in writing and with the approval of the general body, 
sanction extension of time for the repayment of the amount. In 
cases where a borrower is in arrears for any instalment of principal 
and interest and the Board does not deem it necessary to grant an 
extension, the whole outstanding loan will become recoverable and 
the Board may, and if the default continues for more than 3 months 
shall, at once recall the loan. On overdue instalments of principal. 

interest at the rate of . naye paise per rupee per mensem shall 

be levied. All cases of extension shall be reported to the general body 
at least once a year. 
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36. Loan to be recalled, if misapplied 

Should the Board of Directors be of opinion, that a loan or 
cash credit granted by the society has been misapplied, it shall at 
once recall it and take steps to recover it with interest, without 
waiting for the expiry of the period for which it had been granted. 

37. Penal interest on recalled loans 

When a sanction for a loan or cash credit is cancelled by the 
Board of Directors under bye-law 36 on account of its misapplica¬ 
tion, the loan amount shall at once be recalled. When the loan or 
cash credit is so recalled or recalled under bye-law 35, the Board 
of Directors shall inform the borrower of the fact and of the amount 
outstanding against him, including interest up to the date of recall 
of the loan. On the total amount so found due, the borrower shall 

be charged interest at . naye paise per rupee per mensem, from 

the date of recalling the loan to the date of recovery and steps shall 
be taken without delay to recover the amount. 

38. Procedure for substitution of surety 

When a surety dies, or ceases to be a member under bye-law 9 
or 11, the principal borrower shall at once inform the society of 
the fact and either repay immediately the loan due from him with 
interest up to the date of payment or execute a fresh bond with 
one or more fresh sureties acceptable to the Beard of Directors. If 
arrangements are not made to repay the loan within a time to be 
fixed by the Board of Directors, or if a fresh surety or sureties is, 
or are not, produced, or when a member who has borrowed from 
the society on the mortgage of immovable property borrows else¬ 
where on the mortgage of the same property, or sells the property 
already mortgaged to the society without the previous sanction of 
the Board of Directors, or if the security for the loan is found at 
any time inadequate and the member fails to furnish additional 
security or otherwise render the security for the loan adequate 
within such time as the Board shall fix, the loan shall at once be 
recalled without reference to the period for which the loan was 
given and action taken as laid down in bye-law 37. In respect of 

such accounts also, interest shall be charged at . naye paise per 

rupee per mensem from the date of recalling the loan to the date 
of recovery. 

39. Loan to be recalled on ineligibility of a person to remain mem¬ 
ber 

If a member bcomes ineligible for membership at any time and 
his name has on that account to be removed from the list of mem¬ 
bers under bye-law 9, or should a member be expelled under bye-law 
11, the loan or cash credit, if any, due from the member concerned, 
shall at once be recalled, without reference to the term for which 
the loan or cash credit was granted and action shall be taken to 
recover from the borrower the amount outstanding against him, 
including interest up to the date of recalling the loan or cash credit. 
Interest shall be charge at.naye paise per rupee per mensem on 






46 

the amount so found outstanding from the date of recalling Ihe loan 
or cash credit to the date of recovery. 

40. Interest on loans 

(1) The interest on loans and cash credits charged by the society 

to its members shall not be more than . % per annum as may 

be decided upon, from time to time, by the general body of the 
society. 

(2) Interest on all loans shall be paid in half-yearly or yearly- 
instalments, as may be determined by the Board of Directors 

41. Appropriation of payments from members 

When a member, from whom money is due, pays any sum it 
shall be appropriated in the following order;— 

firstly, to fees, postal registration and other miscellaneous charges 
due from him; 

secondly, to interst; and 
thirdly, to principal. 

42. Society’s charge on member’s shares, etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member, or a past 
or deceased member, in respect of any debt due to the society from 
such member or past member or the estate of such deceased mem¬ 
ber: and the society may set off any sum credited or payable to 
a member or past or deceased member, or the estate of a deceased 
member, in. or towards, payment of any such debt. 

43. Supply of commodities 

(1) The society may arrange to supply:— 

(a) agricultural requirements of members such as seed, manure . 
implements, cattle feed, etc.; and 

(b) domestic requirements of members and other necessaries of 
life, such as, cloth, kerosene, match-boxes etc. 

(2) In making purchase of the agricultural, domestic and other 
requirements of members, the Board shall ordinarily act as agent 
of the members and shall accept no liability for any loss occurring 
in the transaction. Purchase shall be made only on indents to the 
extent of the requirements of those members who are able to pay 
in cash. Accounts showing these transactions shall be maintained 
in such forms as the Registrar may specify. 


(3) Notwithstanding anything contained in clause (2) it shall 
be competent for the Board to invest the funds of the society in 
outright purchases on the basis of established needs of the mem¬ 
bers upto the extent of the paid-up share capital of the society. Pur¬ 
chases exceeding this iimit should only be done on the basis of 
indents referred to in clause (2). 
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(4) All transactions by way of sale, or distribution, shall be 
on payment of cash and shall be confined to members only. The 
society may, however, sell for cash such commodities as may be 
specified by the Registrar to non-members. It may also sell com¬ 
modities to its members debiting the value thereof to their loan or 
cash credit account with the society. 

(5) At the end of each quarter, a stock shall be taken and neces¬ 
sary depreciation allowed by the Board. 

(6) It shall be competent for the Board to frame subsidiary by¬ 
laws under by-law 21 governing purchase and distribution of mem 
bers’ requirements. 

44. Marketing of agricultural produce etc. 

(1) The society may arrange for assembling and transport for 
sale through co-operative marketing societies, of the agricultural 
produce of"members through the Marketing Panchayatdar appoint¬ 
ed by the Board, who will discharge the function in the manner 
laid down in bye-law 33(2). 

(2) In arranging the sale of agricultural produce, the Board of 
Directors shall accept no liability for loss and shall act only as agent 
of the members concerned. Any loss arising out of the transactions 
shall be borne by the members concerned and not by the society. 

(3) Every time goods are lodged with the society or released 
to the member, the quantity so lodged or released shall be weighed 
or measured, as the case may be. A bill showing such weighment 
or measurement, the stock held previous to the transaction and the 
stock held after the transaction, as arrived at by simple arithmeti¬ 
cal addition or deduction of the quantity involved in the transaction, 
shall be prepared in duplicate, the duplicate given to the member 
and his signature taken in the original in token of his acknowledge^- 
ment. At the end of each quarter, stock shall be taken of all the 
produce in the custody of the society, after giving due notice to 
the member concerned. It shall be competent for the Board to fix 
the scale of dryage, wastage, etc., to be allowed in the case of pro¬ 
duce deposited in the godown of the society and such scale shall 
be binding upon the members of the society. 

45. Godowns 

(1) The society may arrange for the safe custody of the produce 
of members either in the godowns of the society or in suitable places, 
to enable them to stock the produce for sale at advantageous prices. 
They may construct, purchase or hire one or more godowns for 
keeping the produce or finished products pledged to the society for 
loans given to members of the society as well as for mere storage 
without loans, of the produce brought by members, and charge a 
reasonable rent on a scale to be fixed by them, from time to time, 
for the use made of these godowns by members of the society. They 
may also arrange for the insurance of the produce pledged. 

(2) Godowns shall be constructed or purchased only with the 
help of loans or subsidies from Government, donations or grants 
from public bodies or individuals, or deposits or funds specially 
raised from members for this purpose: 

4—3 M of F & A/57. 
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Provided, however, that other funds of the society may be used 
for the purpose, with the permission of the Registrar. 

(3) The Board of Directors shall frame suitable subsidiary regu¬ 
lations under bye-law 21, governing the custody, storage and release 
of stocks from the godowns, insurance, rent etc. 

46. Disposal of net profits 

(1) The society shall, out of its net profits in any year,— 

(a) transfer an amount not being less than twenty-five per 
cent of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar 
from time to time to the ‘Co-operative Education Fund’ 
constituted under rule 19 of the rules under the Act. 

(2) The balance of the net profits may be utilised for all or 
any of the following purposes, viz., 

(a) payment of dividend to members on their paid-up capital 
to a rate not exceeding six per cent; 

(b) constitution of, or contribution to, one or more of the 
following funds, viz.,— 

(i) Bad Debt Fund 

(ii) Dividend Equalisation Fund 

(iii) Building Fund 

(iv) Any other Fund approved by the general body; 

(c) donations of amounts not exceeding seven and a half 
per cent of the net profits to a ‘Common Good Fund’ to 
be utilised for any of the purposes mentioned in section 
(2) of the Charitable Endowments Act, 1890; 

(d) payment to any member for any specific service rendered 

by him to the society, remuneration not exceeding. 

per cent; and 

(e) payment of bonus to employees of the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in 
any year, shall forthwith be added to the reserve Fund. 

Note : Notwithstanding anything contained in the above bye-law. if in 
any year, the overdu.es against members in respect of loans due from them 
exceed 75 per cent of the demand, the entire net profits of that year shall 
be carried to the reserve fund. 

47. Unclaimed amounts to be carried to reserve fund 

Any amount due from the society and not claimed within the 
period of limitation allowed by the Indian Limitation Act, shall be 
added to the reserve fund of the society. 
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48. Losses when written off 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is 
found otherwise irrecoverable either wholly or in part, it shall be 
open to the general body to write off such amount after obtaining 
the sanction of the Registrar and of the central co-operative bank 
to which the society is affiliated. 

49. Federal society’s right to inspect 

It shall be open for the central bank and the marketing society 
to which the society is affiliated to inspect the books and accounts 
of the society. 

50. Supervision fund 

(1) The society shall contribute at the rate of eight annas on 
every sum of interest earned by it in the preceding year on every 
Rs. 100 of loans given to members to a supervision fund, which will 
be lodged with and administered by the central co-operative bank 
to which the society is affiliated. 

(2) The contribution to the supervision fund shall fall due on 
the date on which the audit certificate specifying the amount pay¬ 
able is communicated to the society. 

51. Annual statements 

(1) The society shall prepare annually in such form as may 
be specified by the Registrar— 

(a) a statement showing the receipts and disbursements for 
the year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other statements as may be specified by the Regis¬ 
trar. 

(2) These statements shall be made up to 30th June and a copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Registrar 
has verified the statements and granted his audit certificate, the 
society shall publish such of the statements as he may direct in 
the manner specified by him. 

52. List of members 

The society shall prepare a list of its members, with their ad¬ 
dresses, as on the last day of each co-operative year. The list shall 
be kept open at the office of the society during office hours for ins¬ 
pection by any member of the society and it shall be the duty of 
the secretary to supply copies of the list to such of the members 
as desire to have them on payment of such fees as may be specified 
by the Board of Directors in this behalf. 



53. Use of premises 

The society shall not use, or allow to be used, any premises used 
for its business, or any portion thereof, for any purpose other than 
such business or other co-operative activities. 

54. Interpretation of bye-laws 

Should any doubt arise as to construction of the Act or the rules 
or any bye-law, the Board of Directors shall refer the same to the 
Registrar for advice and act according to his advice. 

55. Federal society’s bye-laws to prevail 

Should there be a conflict between the bye-lav/s of the central 
institution to which the society is affiliated and the bye-laws of this 
society, the former shall prevail. 

56. Society to keep copy of Act, rules and bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the rules governing the society and of its bye-laws open to 
inspection free of charge, at all reasonable times, at the registered 
address of the society. 
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MODEL BYE-LAWS FOR A PRIMARY CO-OPERATIVE 
MARKETING SOCIETY 


1. Name, address and area of operations 

(1) The.Co-operative Marketing Society Ltd. No.is regis¬ 
tered as a Co-operative Society under .Co-operative Societies Act, 

19 .Its address shall be.taluka.district. 

(2) Its area of operations shall be confined to the following vil¬ 
lages. 

2. Objects 

The objects of the society shall be :— 

(1) to arrange for the sale of agricultural produce of the mem¬ 
bers or purchased by the society and for this purpose,— 

(a) to prepare the produce for markets by sorting, grading, pack¬ 
ing and repacking, and 

(b) to transport produce from members’ residence, farms or 
godowns to markets; 

(2) to encourage members to grow improved and standardized 
varieties of produce; 

(3) to accept deposits and to borrow funds from the co¬ 
operative central bank to which it is affiliated; 

(4) to advance loans to members on the security of their produce, 
raw or processed; 

(5) to rent or own godowns, processing yards and cold storages 
to facilitate storage, processing and sale of goods; 

(6) to process raw material belonging to the members or pur¬ 
chased by the society and for that purpose to own or hire processing 
plants and machinery; 

(7) to procure and supply to members, fertilizers, manure, seed 
and implements, etc. and essential domestic requirements; 

(8) to act as an agent of the Government for the procurement 
of agricultural produce and supply of requisites of agricultural pro¬ 
duction; 

(9) to encourage thrift, self-help and co-operation among its mem¬ 
bers; 

(10) to work in collaboration with the central co-operative bank 
to which it is affiliated and rural cc-operative credit societies which 
are affiliated to it, so as to link up supply of credit by the credit 
societies to member-producers with the marketing of their produce; 
and for that purpose to act as agent of the credit societies for reco¬ 
very of production loans given by them to their members; 

(11) to act as a Warehouseman under the.Warehousing Act; 

(12) to undertake all other activities calculated to further the 
-objects of the society. 











3. Capital 

(1) The capital of the society shall be made up of.A class 

shares of Rs. 10 each which may be allotted to individual agricul¬ 
tural producers above the age of eighteen,.B class shares of Rs. 100 

each which may be allotted to State Government or other co-opera¬ 
tive societies, and.C class shares of Rs. 10 each which may be 

allotted to traders, merchants and commission agents having deal¬ 
ings with the society. 

(2) ‘A’ class and ‘C’ class shares shall be fully paid up on allot¬ 
ment. 

(3) Fifty per cent of the value of ‘B ! class shares shall be 
payable on allotment and the remainder in two equal half-yearly 
or annual instalments. Every member will, however, have the right 
to pay the full value of his share or shares on allotment. 

(4) The society may retire ‘B’ class shares, allotted to the State 
Government at such times and in such number as may be agreed upon 
between the society and the Government. 

(5) A share certificate bearing a distinctive number shall be 
issued for every share or shares allotted and fully paid-up. 

4. Liability of Members 

(1) The liability of individual members of the society for meet¬ 

ing deficits in the assets of the society in the event of its being wound 
up, shall be limited to.times the subscribed capital. 

(2) The liability of members ether than individual members 
shall be limited to the amount paid in respect of such shares. 

5. Application for admission 

(1) Application for admission as members and for allotment of 
shares shall be made to the secretary of the society, in the form, if 
any, specified by the society for the purpose. 

(2) Every such application shall be disposed of by the Board of 
Directors who shall have power to grant admission or to refuse it 
after recording reasons for such refusal: 

Provided that any person whose application for admission has 
thus been refused by the Board of Directors may appeal to the Re¬ 
gistrar and if the Registrar so directs, he shall be admitted as a 
member by the society on his paying the admission fee, if any, and 
on his purchasing at least one ‘A’ class share. 

6. Membership 

(1) Any person over eighteen years of age, who is competent 
to contract, resides within the area of operations of the society refer¬ 
red to in bye-law 1, executes an agreement, in specified form, to sell 
his produce through the society, shall be eligible for admission as 
an individual member and shall be allotted ‘A’ Class shares. 
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(2) The rural credit societies operating within the area of opera¬ 
tions of the society specified in bye-law 1 and the State Government 
shall also be eligible for admission as members and shall be allotted 
'B' class shares. 

(3) Merchants, traders and commission agents included in the 
approved list of the society, who are engaged in business in agricul¬ 
tural produce and have dealings with the society, may also be admit¬ 
ted as nominal members and shall be allotted ‘C’ class shares. Such 
members shall have no right to vote or to participate in the mange- 
ment of the society and shall have no share in the dividend or bonus 
distributed by the society. 

(4) Every member shall pay an entrance fee of . naye paise 

per share subject to a maximum of . per member. 

(5) No person shall be eligible for admission as a member of 
the society, if he is an applicant to be adjudicated an insolvent, or 
is an undischarged insolvent, or has been sentenced for any offence 
other than an offence of a political character, or an offence not in¬ 
volving moral turpitude, such sentence not having been reversed or 
the offence pardoned: provided that this disqualification shall not 
apply where more than five years have elapsed from the date of the 
expiration of such sentence. 

(6) Any member of the society shall cease to be such, if he in¬ 
curs any of the disqualifications mentioned in clauses (1) and (5) or 
changes his residence from the area of operations of the society. 

7. Restrictions on holding of shares 

(1) Every individual member shall purchase at least one ‘A’ 

class share. No such member shall hold more than such portion of 
the share capital as may exceed one-fifth of the issued share capital, 
or of the value of Rs., whichever is less. 

(2) With the sanction of the Board of Directors, a member may 
at any time, increase the number of shares held by him so as net 
to exceed the limit laid down in clause (1). 

8 . Withdrawal or resignation from membership 

(1) No member shall be permitted to withdraw any of the 
shares held by him in the society, or to resign the membership of 
the society, within one year from the date on which he was admit¬ 
ted as a member. After such period he may withdraw any of his 
shares with the consent of the Board of Directors or resign his 
membership, provided that there are no debts due from him to the 
society. 

(2) When a member resigns his membership, he shall send a 
letter of resignation to the secretary of the society and such resigna¬ 
tion shall take effect from the date on which the resignation is ac¬ 
cepted by the Board. 

(3) The value of the shares allowed to be withdrawn or the share 
capital of a member who has resigned his membership, shall be paid 
back to him with the dividend declared, if any. The total share capi¬ 
tal withdrawn or returned in any one year shall not, however, exceed 
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ten per cent of the aggregate paid-up share capital of the society as it 
was on 30th June preceding. This limit shall cover all refunds of 
share capital except those made under bye-laws 9, 10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either on 
account of his changing his residence permanently from the area of 
operations of the society specified in bye-law 1 or for any other rea¬ 
son mentioned in sub-clause (5) of bye-law 6, the Board of Directors 
shall remove his name from the list of members and shall pay back 
within a reasonable period to such member the share capital actually 
paid by him with the dividend declared, if any, after deducting there¬ 
from the amounts, if any, due from him to the society or due by him 
or the person for whom he stood surety, to the credit society affiliated 
to the society. 

10. Nomination of heir 

(1) If an individual member dies, his membership shall ipso facto 
cease. 

(2) (a) Every individual member of the society may nominate 
a person or persons to whom, in the event of his death, his share or 
interest in the capital of the society shall be transferred or the value 
thereof and any other moneys due to him from the society shall be 
paid. The number of persons so nominated, however, shall not ex¬ 
ceed the number of shares held by the member. Such member may 
from time to time revoke or vary such nomination. The nomination 
shall, in the event of his dealth, be given effect to by the Board of 
Directors provided that,— 

(i) the nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the society 
kept for the purpose. 

(b) In the event of there being no person nominated by the de¬ 
ceased member, qualified in accordance with the bye-laws for mem- 
ship of the society, the society shall transfer the share or interest 
of the deceased member to such person as may appear to the Beard 
of Directors to be the heir or legal representative of the deceased 
within one month of the death of the deceased member: provided 
such heir or legal representative or nominee shall have been ad¬ 
mitted by the Board of Directors as a member of the society under 
bye-law 5. 

(c) In the event of there being no person qualified to succeed 
under sub-clause (a) or (b) of this clause, or on the application of 
the nominee, heir or. legal representative of the deceased member, 
the society shall pay to such nominee, heir or legal representative, as 
the case may be, a sum representing the deceased member’s share 
or interest at the time of his death, ascertained in the manner pres¬ 
cribed in the rules: 

Provided that nothing in this sub-clause shall prevent a minor 
or a person of unsound mind from acquiring by inheritance or other¬ 
wise, the share or interest of a deceased member in the society. 
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(3) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society, to the person nominated 
by him in accordance with clause (2) (a) of this bye-law, or to such 
person as may appear to the Board of Directors to be the heir or legal 
representative of the deceased member, as the case may be. 

11. Expulsion of a member 

(1) If a member deceives the society in any way or if his gene¬ 
ral conduct is such as to render his removal necessary in the interests 
of the society, it shall be open to the general body to expel such 
member: provided he has been given a reasonable opportunity of 
being heal'd. 

(?) The member so expelled shall have a right of appeal to the 
Registrar against the decision of the general body within two months 
from the date of such decision. The order of th t e Registrar on the 
appeal shall be binding on both the society as well as the person 
aggrieved by the decision of the society . 

(3) A person who has ceased to be a member, shall be paid all 
money due to him from the society, after deducting therefrom any 
money due from him to the society and he shall be liable as provided 
in bye-law 4 for the debts due by the society as they stood on the date 
of cessation of membership for a period of two years from such date. 

12. Deposits 

Deposits may, at the discretion of the Board of Directors, be re¬ 
ceived from members and trade deposits may be taken from non¬ 
members, on such terms and conditions as may be determined by 
the Board. 

13. Other borrowings 

It shall be competent for the Board of Directors to borrow funds 
otherwise than by way of deposits either from members or from per¬ 
sons other than members or from the co-operative central bank to 
which it is affiliated, or any other bank approved by the Registrar in 
this behalf, provided that the rate of interest shall not, in any case, 
exceed.per cent per annum. 

14. Maximum borrowing limit 

(1) The society shall not receive deposits and loans, from mem¬ 
bers and non-members together, in excess of eight times the paid up 
share capital plus the reserve fund or of any lower limit fixed by 
the Registrar. It shall, however, be competent for the society to 
borrow from the central co-operative bank or the State co-operating 
bank to which it is affiliated, or any other bank approved by the 
Registrar in this behalf in excess of this limit, provided that the 
excess borrowings are covered by the pledge of agricultural pro¬ 
duce placed in the effective custody of such banks or by a ware¬ 
house receipt issued under the Warehousing Act. 
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15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society, who are qualified to vote at the general body 
meetings of the society and shall bring such list up-to-date within 
a fortnight before each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of the 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this behalf. 

(3) No member shall be admitted during the fifteen days pre¬ 
ceding the date fixed for any general meeting of the society at 
which office bearers are to be elected. 

16. Meetings of the general body. 

The Board of Directors shall call at least once a year an annual 
general meeting of the general body of the society consisting of A 
class members and such representatives of B class members, who 
may be serving on the Board of Directors. 

(2) The Board of Directors may also at any time call a general 
meeting of the society for the conduct of its business and shall call 
such a meeting within one month after receipt of a requisition in 
writing of not less than one-fifth of the members or from the Regis¬ 
trar. 

(3) The quorum for a general body meeting shall be. or 

one-fourth of the total number of ‘A’ class members on the list at 
the time, whichever is less. 

17. Notice of the meetings of general body 

(1) . days notice shall ordinarily be given to members 

before a meeting of the general body is convened. 

(2) Notice for a general body meeting may be given to members 
in one or more of the following modes; namely.— 

(i) by affixing a copy of the notice for the meeting in some 
conspicuous place in the area of operations of the society 
and in the office of the society; 

(ii) by circulation of the notice book and getting signatures of 
members in it; or 

(iii) by sending the notice by post under certificates of posting. 

(3) In the case of amendments to bye-laws of the society, notice 
shall be sent to each of the members in due time, either by circulation 
or otherwise; and such notice shall give the members a reasonably 
clear idea of the nature of the amendments proposed. 

18. Conduct of general meetings 

(1) The president, when present, shall preside at the meetings 
of the general body. In his absence the vice-president shall preside. 
In the absence of both president and vice-president, the general 
body may choose a person from their number to preside at the 
meeting. Every member present and eligible for voting shall have 
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•one and only one vote. All questions, except those relating to amend¬ 
ment of by-laws of the society shall be decided by a majority of 
votes of the members present and voting. When votes are equal, the 
chairman of the meeting shall have a second or casting vote. 

(2) Every amendment of the bye-laws shall be made only by a 
resolution passed by a two-thirds majority of the members present 
and voting, at a meeting of the general body of the society. 

19. Powers of the general body 

(1) The ultimate authority in all matters relating to the admi¬ 
nistration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the 
actions of the Board of Directors or any officer of the society, per¬ 
formed in exercise of powers conferred on them by the bye-laws. 

(3) The following among other matters shall be dealt with by 
ihe general body:— 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the elected member of the 
Board of Directors; 

(iii) the approval of the annual budget of income and expen¬ 
diture; 

(iv) the annual report due to the Registrar; 

(v) the Registrar’s audit notes; 

(vi) the amendment of bye-laws; 

(vii) disposal of net profits ; and 

(viii) the expulsion of a member. 

20. Management : Board of Directors 

(1) Subject to such resolutions as the general body may, from 
time to time, pass, the executive management of the society shall 

vest in a Board of Directors consisting . members. The Board 

shall remain in office for a period of.years. 

(2) The services of the members of the Board shall be gratuitous, 
except as provided for in bye-law 48. 

21. Constitution of the Board 

If the Government have purchased shares of the society, one 
third of the number of members of the Board of Directors, but in 
any case not exceeding three, shall be nominated by the State Gov¬ 
ernment, or any authority specified in this behalf by the State 
Government. The other members of the Board shall be elected by 
the general body from among the members on the following 
basis:— 

(i) .shall be the representatives of the affiliated co-operative 

societies elected at the general body meeting of the society by the re¬ 
presentatives of such societies from amongst themselves; 
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(ii) .shall be representatives of individual members hold* 

ing ‘A’ class shares of the society, elected at the general body meeting 
of the society, by the ‘A’ class shareholders from amongst themselves, 

22, Qualifications and disqualifications of membership of Board 

(1) No person shall be eligible for appointment as a member of 
the Board of Directors of the society, if he— 

(a) is a paid employee of the society or of the financing bank to 
which the society is affiliated; 

(b) is in default to the society, or to any other society, in res¬ 
pect of any loan or loans taken by him, or is a defaulter to 
the society or to any other society; or 

(c) is interested directly or indirectly in any contract made with 
the society, or in any sale or purchase made by the society 
privately, or in any auction or in any contract or transaction 
of the society (other than investment and borrowing) involv¬ 
ing financial interests, if the contract, transaction, sale or 
purchase be not completed; or 

(d) does similar business as that of the society either in his own 
name or in the name of a relative or in any other name; or 

(e) is a trader or a village or professional money-lender. 

(2) A member of the Board of Directors of the society shall cease 
to hold his office as such, if he incurs any of the disqualifications men¬ 
tioned in clause (1) above. 

23. Term of office of the Board Members 

(1) Each member of the Board of Directors shall continue in 
office, after the expiry of his term of office, until another member 
is elected in his place. A retiring member of the Board shall be eligi¬ 
ble for re-election. The nominated directors shall hold office during 
the pleasure of the authority nominating them, 

(2) It shall be competent to the general body to remove at any 
time any member elected by them to the Board and elect another 
in his place. 

(3) Any elected member of the Board of Directors may, at any 
time, resign from his office by sending a letter of resignation to the 
secretary of the society, but such resignation shall take effect only 
from the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission 
he shall cease to be a member of the Board. 

(5) Interim vacancies of the elected members on the Board of 
Directors shall be filled by co-option by the Board. Vacancies in the 
case of members of the Board nominated by the State Government 
or by the authority specified in this behalf by the Government, shall 
be filled in by nomination by the Government or by such authority. 
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24. Powers of Directors 

Amongst other things, the powers of the Board shall be :— 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society in the form of deposits and loans, on such 
terms and conditions as they may determine; 

(ii) to grant loans and advances to members on the security of 
their produce, on such terms and conditions as they may determine 
from time to time; 

(iii) to sanction investment of the funds of the society; 

(iv) to sanction extension of the period of loans which become 
due for repayment after recording the reasons for such extension in' 
each case; 

(v) to admit members and allot shares and to approve transfer 
of shares; 

(vi) to construct, purchase, take on hire or otherwise acquire 
godowns, or such other structure, to enable the members to stock 
their produce and to stock agricultural requirements such as seed, 
manure, fertilizers, implements, cattlefeed etc., and consumers’ goods 
and other necessaries of life; 

(vii) to arrange for the purchase and supply of agricultural and 
domestic requirements of members; 

(viii) to maintain such accounts and registers as are specified by 
the Registrar from time to time: 

(ix) to place before the general meeting of the society the Re¬ 
gistrar’s notes of audit or inspection; 

(x) to prepare the annual budget of the society and to recom¬ 
mend the same to the general body for its approval; 

(xi) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and within the 
budget allotment sanctioned by the general body for each year; 

(xii) to appoint an Executive Committee, or any ad hoc com¬ 
mittee; for carrying out any specific functions relating to the business 
of the society; 

(xiii) to frame regulations (which shall be entered in the minutes 
book of the society) for the conduct of the business of the society 
in accordance with the Act, the rules and these bye-laws, subject to 
the approval of the Registrar; 

(xiv) to arrange for the assembling and transport for sale of agri¬ 
cultural produce, raw or processed, belonging to the members as well 
as that purchased outright from the members; 

(xv) to open branches and sale depots and to make regulations 
for the conduct of their affairs; 

(xvi) to insure and keep insured all the buildings, including 
godowns, other immovable properties and the produce purchased or 
received from members; 

5—3 M. of F. & A/ 57 . 
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(xvii) to prepare a list of approved brokers or merchants, 
through whom or to whom the produce may be disposed of, and to 
fix limits up to which trade credit may be allowed in each case; 

(xviii) to obtain from the primary credit societies, a list of mem¬ 
bers, who have signed agreements for sale of their produce through 
the society and to take steps for their recovery and payment of the 
dues of the credit societies out of the sale proceeds; 

(xix) to test the scales, weights, and measures in use in the so¬ 
ciety at regular intervals; 

(xx) to enter into any contract or agreement with the State 
Government for the procurement, purchase, sale and distribution of 
requirements of agricultural production, consumers’ goods or agricul¬ 
tural produce; 

(xxi) to purchase such equipment and machinery as may be 
required for the processing of the agricultural produce of the mem¬ 
bers and arrange for such processing and to prepare regulations for 
the conduct of this business, with the approval of the Registrar; 

(xxii) to regulate, from time to time, within the limits of the 
budget sanctioned, the strength of the society’s staff and their sala¬ 
ries and allowances; and 

(xxiii) to do such other acts and transact such other business as 
is consistent with the objects of the society and as may be incidental 
to the administration of the society. 

25. Meetings of the Board 

The Board of Directors shall meet once in three months, or 
oftener, if necessary, to conduct the affairs of the society. The quo¬ 
rum for a meeting of the Board shall be. All questions before 

the Board shall be decided by a majority of votes. If there is an 
equality of votes, the president or other presiding member shall 
have a second or casting vote. No member of the Board shall 
be present at a meeting of the Board when any matter in 
which he is personally interested is being discussed. In case of an 
urgency, where there may not be sufficient time to convene a meet¬ 
ing of the Board the secretary may obtain the orders of the Board by 
circulation of papers among the members. Such decisions arrived 
at by circulation shall be placed before the next meeting of the 
Board for their information. Should a difference of opinion arise 
in the course of such circulation the matter shall not be decided 
by circulation, but shall be placed before the next meeting of the 
Board. 

26. President and Treasurer 

The members of the Board of Directors nominated by the State 
Government, or any authority specified in this behalf by the Govern¬ 
ment, and those elected by the general body shall together elect from 
among themselves a President and a Treasurer. 

27. Duties of President, Treasurer and Secretary 

(1) Subject to such resolutions as the Board of Directors may, 
from time to time, pass, the several officers of the society shall have 
the powers mentioned below:— 

(a) the president shall have general control over all the affairs 
of the society; 
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(b) the secretary who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-law, shall be 
responsible for the executive administration of the society 
subject to the control of the president; should the secretary 
require relief from work, it shall be competent for the pre¬ 
sident to grant relief, making suitable arrangements for the 
conduct of work by one or more of the members of the Board 
of Directors; 

(c) the secretary/president shall be the officer to sue or to be 
sued on behalf of the society and all bonds in favour of the 
society, shall be in the name of the secretary or president, 
and 

(d) the treasurer shall have the custody of all the properties 
of the societies including cash. 

The Board of Directors may frame subsidiary rules with the 
approval of the Registrar for ensuring the safety of the pro¬ 
perties left in the custody of the treasurer. 

(2) The method of recruitment, the conditions of service and 
the authority competent to fix, revise and regulate the scales of pay 
and allowances of paid officers and servants of the society and the 
procedure to be followed in the disposal of disciplinary cases against 
them shall be governed by the special bye-laws in Appendix I of 
these bye-laws. 

28. Receipts for amounts received 

Receipts shall be issued for all moneys paidjo the society. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary or any member of the office establishment whosoever is selected 
by the Board of Directors to discharge this function. In the case of 
borrowings from non-members, or from other societies, the receipt or 
bond shall be executed by the secretary and at least two members 
of the Board of Directors of whom the president shall be one. 

29. Executive Committee 

The Board of Directors may constitute an Executive Committee 
and delegate to it such powers and functions as may be laid down 
in a resolution: 

Provided, however, that the president, the treasurer and at least 
one of the Directors nominated by the State Government, or such 
authority specified by them in this behalf, shall be on the Executive 
Committee. 

30. Employees of the society 

(1) The society shall not appoint any person as its paid officer 
or employee in any category of service, unless he possesses the quali¬ 
fications and furnishes the security as the Registrar may, from time 
to time, determine for such category of service in the society or for 
the class of societies to which it belongs. 
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(2) The society, shall not retain in service any paid officer of 
employee, if he does not acquire the qualifications or furnish the secu¬ 
rity indicated in sub-clause (1), unless the Registrar relaxes the 
provisions of sub-clause (1) in his case. 

31. To whom loans can be made 

Loans, except those on the security of deposits, shall be given 
only to members. Loans on the security of deposits may be given both 
to members and to persons other than members. No person can claim 
a loan as a matter of right. 

32. Authority to sanction loans 

(1) All applications for loans shall be made to the secretary in 
the form, if any, specified for the purpose, who shall place them 
before the Board of Directors, with his remarks, if any. 

(2) Such applications shall be disposed of by the Board of 
Directors. 

33. Restrictions on loans 

(1) From the loans sanctioned to a member, the dues, if any, by 
the member to any of the credit societies affiliated to the society, 
shall be deducted and the balance shall be advanced to him. The 
amount deducted shall be passed on to the credit society of which 
he is a member for being credited to his loan ■ account with the 
credit society, or directly to the financing bank with which it is affi¬ 
liated under advice to the credit society. 

(2) It shall be competent to the Board of Directors to require 
a borrower at any time before the due date, to repay a portion of 
the loan advanced, or to pledge additional produce with the society 
for the loan outstanding within the time fixed, if in their opinion, 
there is fall, or likely to be a fall, in the market value of the produce 
pledged and that the security is likely to prove inadequate for the 
loan. 

(3) No loan shall be advanced until the produce is properly mea¬ 
sured or weighed and deposited in the gcdown of the society. 

(4) The produce pledged shall be insured against risk of burglary 
and fire at owner’s cost to the full market value. The insurance policy 
shall be in the joint name of the society and the central bank to 
which the society is affiliated and the period of insurance shall cor¬ 
respond to the period of the loan, including extension, if any. It shall 
be competent to the society to pay the insurance premia on behalf 
of the borrower and recover the amount from him. 

(5) The society shall not be responsible for any damage or deteri¬ 
oration caused to the produce while in its custody, but it shall take 
all necessary precautions to store the goods in such a way as not to 
make them liable to damage or deterioration. 

(6) The borrower member shall pay godown rent at the rate spe¬ 
cified by the Board. 
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(7) No produce shall be removed by the owner from the godowns 
of the society until all loans, interest, fees or charges due thereon to 
the society, or to its affiliated societies, have been paid in full. 

(8) The produce pledged shall be sold through the society, on 
such commission as the Board may fix. The balance of the sale pro¬ 
ceeds, after deducting the amount due to the society from the mem¬ 
ber, shall be paid to him. 

(9) Every member holding ‘A’ class shares shall contribute to 
the share capital of the society one per cent of the sale proceeds or 
one per cent of the loan taken by him from the credit society, which¬ 
ever is more, till such time as his shareholding in the society does not 
exceed the maximum limit. The society shall recover this contribu¬ 
tion from the sale proceeds of the produce of a member. 

34. Loans on the security of produce 

Loans may be advanced to members on the security of their pro¬ 
duce on the following terms; namely:— 

(i) the loans shall be limited to.per cent of their market 

value on the date of the grant of the loans in the case of foodgrains, 
.per cent in the case of commercial produce like cotton, ground¬ 
nut and supari, and.per cent in the case of other commercial 

produce; and 

(ii) the loans to an individual member shall not exceed rupees 
five thousand. 

35. Period of loans 

The period of the lean shall not exceed six months. It shall be 
competent for the Board to extend the period by another six months, 
on such terms and conditions as may be specified by it. 

36. Loans to be recalled, if misapplied 

Should the Board of Directors be of the opinion that a loan 
granted by the society has been misapplied by a member, it shall 
at once recall the loan and take steps to recover from him the 
amount of the loan together with interest thereon, without waiting 
for the expiry of the period for which it was granted. 

37. Penal interest on recalled loans 

When the loan is so recalled under bye-law 36, the Board of 
Directors shall inform the borrower of the fact and of the amount 
outstanding against him including interest upto the date of recall of 
the loan. On the total amount so found due, the borrower shall be 

charged interest at.naye paise per rupee per mensem from the 

date of recalling the loan to the date of recovery and steps shall be 
taken without delay to recover the amount 

38. Loan to be recalled on ineligibility of persons to remain member 

If a member becomes ineligible for membership at any time and 
his name has on that account to be removed from the list of members 
under bye-law 9 or should a member be expelled under bye-law 11, 
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the loan, if any, due from the member concerned, shall at once be 
recalled without reference to the term for which the loan has been 
granted and action shall be taken to recover from the borrower 
the amount outstanding against him, including interest up to the date 

of recalling the loan. Interest shall be charged at.naye paise 

per rupee per mensem on the amount so found outstanding from 
the date of recalling the loan to the date of recovery. 

39. Interest on loans 

(1) The interest on loans charged by the society to its members 

shall not be more than.per cent per annum as may be decided 

upon, from time to time, by the general body of the society. 

(2) Interest on all loans shall be paid in half-yearly or yearly 
instalments as may be determined by the Board of Directors. 

40. Appropriation of payments from members 

When a member from whom money is due pays any sum, it shall 
be appropriated in the following order,— 

firstly, to fees, postal registration and other miscellaneous char¬ 
ges due from him; 

secondly, to interest; and 

thirdly, to principal. 

41. Society’s charge on member’s shares, etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member, or a past 
or deceased member, in respect of any debt due to the society from 
such member or past member or the estate of such deceased member; 
and the society may set off any sum credited or payable to a mem¬ 
ber, or past or deceased member, or the estate of a deceased mem¬ 
ber, in, or towards, payment of any such debt. 

42. Conduct of sales 

(1) The society may arrange for the sale of produce of members 
pledged or deposited with it for sale. It shall also be competent for 
it to get such produce, processed before sale. In the sale of such pro¬ 
duce, it shall act only as agent of the members concerned and shall 
accept no liability for loss. Any loss arising out of the transactions 
shall be borne by the members concerned and not by the society. 
When the society acts as an agent, it should be under the written 
authority of the members concerned. The Board of Directors shall 
not enter into any forward contracts with merchants and traders 
without the express permission of the member concerned. 

(2) It shall be competent to the society to purchase outright the 
agricultural produce of members and arrange for its sale at a later 
date, either processed or unprocessed, subject to the following condi¬ 
tions;— 

(a) that outright purchases are confined to such commodities 
as can find ready market; 
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(b) that the total amount locked up in outright purchases does 
not at any time exceed the owned funds of the society;, and 

(c) that a separate account is maintained of the business done 
in the above manner. 

(3) At the end of each quarter, stock shall be taken of all the 
produce in the custody of the society giving due notice to the mem¬ 
ber concerned. It shall be competent to the Board of Directors to fix 
the scale of dryage, wastage etc. to be allowed in the case of the pro¬ 
duce deposited in the godowns of the society and such scale shall be 
binding upon the members of the society. 

(4) Every time goods are lodged with the society, or sold by the 
society, or released to the member, the quantity so lodged, sold, o-r 
released, shall be weighed or measured, as the case may be. After 
showing such weighment or measurement, the stock held previous to 
the transaction and the stock held after the transaction as arrived 
at by the simple arithmetical addition or deduction of the quantity 
involved in the transaction, shall be prepared in duplicate, the dupli¬ 
cate given to the member and his signature taken in the original 
in token of his acknowledgement. The society shall also take the 
acknowledgement of each member for service on him of the notice 
requiring him to be present, either personally, or through his agent, 
for the quarterly stock taking. 

(5) Sales shall be effected by public auction, but may also be 
effected by private agreement if so desired by the owner. From the 
sale proceeds of the produce of a member the dues, if any, by the 
member to any of the credit societies affiliated to the society, shall 
be deducted and the balance shall be paid to him. The amount so 
deducted shall be passed on to the credit society of which he is a 
member for being credited to his loan account with the credit society, 
or directly to the financing bank with which it is affiliated under 
advice to the credit society. 

(6) Produce intended for auction sale shall be brought to the 

society.days before the date fixed for auction. This period 

may be relaxed by the secretary of the society if circumstances per¬ 
mit. 


(7) Graded lists of agricultural produce intended for sale shall 

be published.days before the auction by displaying them in a 

prominent place within the precincts of the society and any owner 
having complaints regarding the grading of his goods shall commu¬ 
nicate the same in writing to the secretary. 

(8) The buyers shall deposit with the society immediately after 
the auction one-fourth of the price of the produce bought by them, 
and if they fail to do so, the bargain shall be null and void at the 
discretion of the Board of Directors and the society will be entitled 
to claim damages. 

(9) Every buyer shall take delivery of the goods purchased by 
him within seven days after auction day and delivery shall not be 
given until full payment is made therefor. The Board of Directors 
may relax this rule in deserving cases, and allow trade credit to a 
nominal member for a period not exceeding one month and within 
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such limits as may have been laid down for him. The society's res¬ 
ponsibility for any kind of damage to the goods purchased will cease 
six hours after auction. 

43. Marketing Panchayatdar 

(1) When a Marketing Panchayatdar is elected by the Commit¬ 
tee from among the members of an affiliated credit society, such 
Panchayatdar shall be admitted as a member of the society on pur¬ 
chase by him of at least one ‘A’ class share. The marketing Panchayat¬ 
dar shall be recognised by the Board of Directors of the society as 
its agent for collection of produce from members of the affiliated 
credit society and for bringing the produce to the society for sale. 
He will maintain proper accounts for the produce so collected by him 
and will be responsible till it is handed over to the society. He will 
issue printed receipts for stocks received from members from the 
stock receipt book supplied by the society and these receipts shall be 
valid in the same manner as other receipts issued by officers of the 
society itself. The society shall keep separate accounts showing the 
extent and value of the produce brought by the Marketing Panchayat¬ 
dar and the commission earned by the society thereon. It shall be 
competent to the Board of Directors to frame such regulations as 
may be necessary to define the duties and regulate the work of the 
Marketing Panchayatdar. Such regulations shall take effect after 
the Registrar approves them. 

(2) From out of the commission earned by the society, the 
society shall pay to the Marketing Panchayatdar, at the end of each 

year, a remuneration not exceeding.per cent, of the commission 

earned by the society on the produce brought by him to the society. 

(3) The Marketing Panchayatdar shall furnish such security as 
may be fixed by the Board. 

44. Supply of Commodities 

(1) The society may arrange to supply— 

(a) agricultural requirements of members such as seed, manure, 
implements, cattle feed, etc., and 

(b) domestic requirements of members and other necessaries of 
life, such as cloth, kerosene, salt etc. 

(2) All transactions by way of sale or distribution, shall be on 
payment of cash and shall be confined to members only. The society 
may, however, sell for cash such commodities as may be specified by 
the Registrar to non-members also. 

(3) At the end of each quarter stock shall be taken and neces¬ 
sary depreciation allowed by the Board. 

(4) It shall be competent for the Board to frame regulations 
governing the purchase and distribution of members’ requirements. 

45. Godowns 

(1) The society may arrange for the safe custody of the produce 
of members either in the godowns of the society or in suitable places, 
to enable it to stock the produce for sale at advantageous prices. It 
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may construct, purchase or hire one or more godowns for keeping 
•the produce or finished products pledged to it for loans given to mem¬ 
bers, as well as for mere storage without loans, of the produce brought 
by members and charge a reasonable rent on a scale to be fixed by 
the Board from time to time, for the use made of these godowns by 
members of the society. It may also arrange for the insurance of 
the produce pledged. 

(2) The Board of Directors shall frame suitable regulations 
governing the custody, storage and release of stocks from the 
godowns, insurance, rent, etc. 

46. Branches 

(1) The Board of Directors shall be competent to open branches 
at suitable centres within the area of operations of the society, with 
approval of the Registrar. 

(2) The affairs of the branch, shall, subject to the regulations 

framed by the Board, be conducted by a Local Advisory Committee 
consisting of.members from the area of the Branch, and nomi¬ 

nated by the Board of Directors. 

47. Disposal of net profits 

(1) The society shall, out of its net profits in any year,— 

<*a) transfer an amount not being less than twenty-five per cent 
of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar from 
time to time, to the ‘Co-operative Education Fund’ constitut¬ 
ed under rule 19 of the rules under the Act. 

(2) The balance of the net profits may be utilised for all or any 
of the following purposes, namely,— 

(a) payment of dividend to members on their paid-up capital 
at a rate not exceeding six per cent; 

(b) payment of bonus or rebate to members, on the basis of the 
total value of produce sold or goods purchased by them 
through the society; 

■(c) constitution of, or contribution to, one or more of the follow¬ 
ing funds, viz .— 

(i) Price Fluctuation fund 

(ii) Bad Debt Fund 

(iii) Building Fund 

(iv) Dividend Equalization Fund 

(v) Any other Fund approved by the General Body; 

<d) donations of amounts not exceeding seven and a half per 
cent of the net profits to a ‘Common Good Fund’ to be utilis¬ 
ed for any of the purposes mentioned in section (2) of the 
Charitable Endowments Act, 1890; 
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(e) payment to any member for any specific service rendered 

by him to the society, remuneration not exceeding.per 

cent; and 

(f) payment of bonus to employees of the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 

48. Unclaimed amount to be carried to reserve fund 

Any amount due by the society and not claimed within the 
period of limitation allowed by the Indian Limitation Act, shall be 
added to the reserve fund of the society. 

49. Losses when written off 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is 
found otherwise irrecoverable, either wholly or in part, it shall be 
open to the general body to write off such amount after obtaining 
the sanction of the Registrar and of the central co-operative bank 
to which the society is affiliated. 

50. Federal society’s right to inspect 

It shall be open for the central bank, or the regional or the apex 
marketing society to which the society is affiliated, to inspect the book? 
and accounts of the society. 

51. Annual statements 

The society shall prepare annually in such form as may be 
specified by the Registrar 

(a) a statement showing the receipts and disbursements for the 
year; 

(b) a profit and loss account; 

(cl a balance-sheet; and 

(d) such other statements as may be specified by the Registrar. 

These statements shall be made up to 30th June and a copy of 
each shall be sent to the Registrar within fifteen days after the close 
of the co-operative year ending 30th June. After the Registrar has 
verified the statements and granted his audit certificate, the society 
shall publish such of the statements as he may direct in the manner 
specified by him. 

52. List of members 

The society shall prepare a list of its members, with their addres¬ 
ses, as on the last day of each co-operative year. The list shall be 
kept open at the office of the society during office hours for inspec¬ 
tion by any member of the society and it shall be the duty of the 
secretary to supply copies of the list to such of the members as desire 
to have them on payment of such fees as may be specified by the 
Board of Directors in this behalf. 
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53. Use of premises 

The society shall not use, or allow to be used, any premises used 
for its business, or any portion thereof for any purpose other than 
such business or other co-operative activities. 

54. Interpretation of bye-laws 

Should any doubt arise as to construction of the Act, the rules, 
or any bye-law, the Board of Directors shall refer the same to the 
Registrar for advice and act according to his advice. 

55. Federal society’s bye-laws to prevail 

Should there be a conflict between the bye-laws of the central ins¬ 
titution to which the society is affiliated and the bye-laws of this so¬ 
ciety, the former shall prevail. 

56. Society to keep copy of Act, rules and bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the Rules thereunder and of its bye-laws open to inspection 
free of charge at all reasonable times, at the registered address of 
the society. 


Appendix 

SPECIAL BYE-LAWS RELATING TO SERVICE CONDITIONS 

OF EMPLOYEES 

Subject to the budget allotment sanctioned by the general body, 
it shall be competent for the Board of Directors to prescribe, from 
time to time, the strength of the establishment of the society and the 
scale of pay admissible to each member thereof. Except the secretary 
who will be a whole-time paid officer and who shall be appointed by 
the Board of Directors, all the other members of the establishment 
shall be appointed by the president, or the Board of Directors as 
the case may be, in accordance with the subsidiary rules framed 
for the purpose. 

2. The following shall be the minimum academic qualifications 
to be satisfied by the various categories of staff to be employed by 
the society: 

Secretary, Accountant and Clerks 

(a) Secondary School Certificate or its equivalent. 

(b) Training in a Co-operative Training Institute recognised by 
the Registrar of Co-operative Societies, the standard of the 
training imparted being at least equal to that prescribed 
for subordinate personnel by the Central Committee for 
Co-operative Training. 


Cashier 

(a) Secondary School Certificate or its equivalent. 
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,3. The following shall be the duties of the secretary :— 

(T) To summon and attend all meetings of the general body 
and Board of Directors of the society; 

(2) To record the proceedings of such meetings in the minute 
book; 

(3) To make disbursement and receive payments under orders of. 
the Board of Directors; 

(4) To keep all accounts and registers required by the rules; 

(5) To prepare all the receipts, vouchers balance-sheet and 
other documents required for the transaction of the business 
of the society; 

(6) To conduct correspondence and to supply all needful infor¬ 
mation to the members; 

(7) To see that the audit note Is placed before the Board of 

Directors for consideration without delay and to take neces¬ 
sary steps in meeting the requirements of the compliance 
report; * 

(8) To guide, supervise and control the work of the salaried staff 
of the society; 

(9) To sign cheques payable or other instruments below Rs. 100 
on behalf of the society; 

<10) To incur contingent expenditure up to the limit fixed by 
the Board and subject to its confirmation; 

(11) To advise and assist members in regard to the productive 
use of credit; and 

(12) To do all other work which may be entrusted to him by the 
Board. 

4. No appointment by direct recruitment to the post of secretary 
shall be made except by inviting applications by advertisement in 
some leading dailies, provided that this restriction shall not apply to 
the appointment of an officer whose services have been lent by Gov¬ 
ernment. 

5. No person shall be appointed to the service of the society if he 
has on the date on which he assumes charge of the post, attained 
the age of 30 years, provided that in the case of a person who has ac¬ 
quired experience in a field valuable to the working of the society 
in the opinion of the Board, the restriction as regards the age at entry 
into service shall not apply. No employee shall be continued in the 
■service of the society if he has attained the age of 55 years. 

6. A person appointed to any post in the society’s service shall 
be on probation for such period as the Board thinks necessary, after 
which period he shall be confirmed in the post, if his work and con¬ 
duct have been satisfactory. It shall be competent for the appointing 
authority to terminate the services of an employee during the period 
of his probation, if his work and conduct are not satisfactory. No 
appeal shall lie against an order terminating the probation of an 
.employee. 
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7. A person appointed to any post in the society’s service shall be 
competent to resign the post at his discretion, the notice of such resig¬ 
nation being in writing addressed to the president. He shall, however, 
continue to be an employee of the society until his resignation has 
been accepted by the president. 

8. Every employee of the society shall be eligible for the following 
kinds of leave, provided that no employee shall claim leave as a 
matter of right and that no appeal shall lie against an order refusing 
leave: 


Casual leave . . Ten days in a year. 

Privilege leave . . One month, with or without medical certificate 

for every eleven months of duty. 


9. The secretary shall be the authority competent to sanction 
casual leave to the other employees of the society; and, the presi¬ 
dent shall be the authority competent to sanction casual leave to the 
secretary and privilege leave to all the employees including the 
secretary. 

10. No employee shall, except when generally or specially em¬ 
powered or permitted in this behalf by the Board, communicate 
directly or indirectly any document of information, which has come 
into his possession in the course of his official duties, or has been pre¬ 
pared or collected by him in the course of such duties, whether from 
official sources or otherwise, to any other person, institution or to 
the Press. 

11. No employee shall have pecuniary transactions with indivi¬ 
duals or institutions coming in contact with him in the course of his 
official duties or accept directly or indirectly on his own behalf or on 
behalf of any other person, or permit any member of his family to 
accept any gift, gratuity cr reward from any person with whom he 
is concerned in the performance of his work, provided that this 
rule shall not apply to any borrowings by an employee on the secu¬ 
rity of his own deposits, savings, insurance policy, etc., from other 
institutions. 

12. No employee of the society shall, by canvassing or otherwise, 
use his influence in any way in an election to a public body constituted 
under the Constitution of India or to any institution constituted under 
an Act of the State Government provided that he may record his 
vote, if he is qualified to do so. In the latter case, he shall, as far 
as possible avoid giving any indication before-hand of the manner 
in which he intends to vote. 

13. Any employee who contravenes the provisions of rules 9, 10, 11 
shall be liable for such punishment as the authority competent to- 
award it may decide. 

14. (a) For purposes of taking disciplinary action against mem¬ 
bers of the establishment, the Board of Directors shall elect from 
among themselves a sub-committee consisting of the president and 
two other members. The sub-committee shall hold office for the- 
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same term as the Board of Directors. Interim vacancies in the sub¬ 
committee shall be filled up by the Board. The sub-ccmmittee 
shall exercise the powers specified against it in the succeeding sub¬ 
clauses. 

(b) Any member of the establishment may, for good and sufficient 
cause, be punished in one or other of the following ways in the discre¬ 
tion of the authority competent to award the punishment as shown 
in the table below: 


Rank of the 


Authority competent to 


punished 

Censure or 
fine 

Withhold 

increment 

Suspend or 
reduce 

Dismiss 

Secretary or 
Manager 

President 

President 

Sub-Committee 

Sub-Committee 

AH other 

employees 

Secretary 

President 

Sub-Commi ttee 

Sub-Committee 


(c) No kind of punishment except censure or fine not exceeding 
Rs. 10 shall be awarded to any employee unless he has been informed 
in writing of the grounds on which it is proposed to take action 
against him and he has been afforded an opportunity and all facilities 
including a personal hearing to defend himself. Every order awarding 
a punishment shall be communicated to the employee concerned in 
writing, stating the grounds on which the punishment has been 
awarded. 


(d) Except in the case of a censure or fine, an appeal shall lie 
against every order awarding a punishment, to the competent appel¬ 
late authority shown in the table below: 


Rank of the 
appellant 

Authority competent to dispose of 
appeal against 


Stoppage of 
increment 

Suspension or 
reduction 

Dismissal 

Secretary or 

Board of 

Board of 

Board of 

Manager 

Directors 

Directors 

Directors 

AH other 

Sub- 

Board of 

Board of 

employees 

Committee 

Directors 

Directors 


No appeal shall be entertained if it is not preferred within a 
period of three months from the date of the order awarding the 
punishment. 

(e) The authority competent to suspend an employee may, at its 
discretion, sanction him a subsistence allowance at a rate not exceed¬ 
ing one-fourth of his substantive pay, during the period of his suspen¬ 
sion. No employee shall, in any case, be kept under suspension for a 
period exceeding three months at a time. 
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15. Every employee of the society who has been confirmed in his 
post shall be required to contribute to the employees’ provident fund 
of the society, if constituted in accordance with the rules framed by 
the Board of Directors for the purpose. 

16. When an employee who has put in v at least ten years’ satis¬ 
factory service in the society retires from service or if he dies while 
in service, it shall be competent for the Board of Directors to sanc¬ 
tion him or to his heirs, as the case may be, a gratuity determined 
according to the following scale :— 

(i) For a person who has Rs. 1000 or more in his provident 
fund account inclusive of the society’s contribution and 
exclusive of any loan taken by him—Nil. 

(ii) For a person who has less than Rs. 1.000 exclusive of any loan 
taken by him—the difference between Rs. 1,000 and the 
amount to his credit in the provident fund account including 
the society’s contribution subject to a maximum of three 
times his substantive pay on the date of his retirement or 
death while in service, as the case may be. 

17. The society shall maintain a record of the service of every 
employee in its service, as also an account of the leave earned and 
availed of by the employee concerned. All changes affecting the 
ran-k, emoluments, transfers and other allied matters shall be noted in 
this record then and there and attested by the president in the case 
■of the secretary and by the secretary in, the case of all other em¬ 
ployees. 

18. A copy of these bye-laws shall be given to each employee and 
an undertaking shall be taken from him that he would abide by these 
bye-laws. 

19. No paid employee shall be a member, representative or officer 
of any association representing, or purporting to represent, non-offi¬ 
cial co-operative employees unless such association satisfies the follow¬ 
ing conditions : — 

(a) the association is recognised by the Registrar of Co-operative 
Societies, 

(b) membership of the association is confined only to the emp¬ 
loyees of co-operative institutions, 

(c) the activities of the association are confined to the better¬ 
ment of the prospects of employment, service conditions, emo¬ 
luments and the welfare of its members generally, and 

<d) the association is not in any way connected with or affiliated 
to (i) any association which does not, or (ii) any federation 
of associations which does not satisfy condition (a). 
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MODEL BYE-LAWS OF A CO-OPERATIVE PROCESSING SOCIETY 

LIMITED 

1. Name, Address and Area of operation 

(1) The.Co-operative Processing Society Limited No.is re¬ 
gistered as a co-operative society under the.Co-operative Socie¬ 
ties,.Its addresses shall be.taluk/Tehsil.district. 

(2) Its area of operation shall be confined to the following villa¬ 
ges. 

2. Objects 

The objects of the society shall be: 

(1) to undertake processing of.and to purchase, for that pur- 

( Name of Produce ) 

pose.from members or non-members; 

Name of Produce 

(2) to arrange for packing and wherever possible, grading and 
standardisation of the processed products and bye-products; 

(3) to effect sales or to make other marketing arrangements of 
the processed products and bye-products, as well as to arrange for the 
marketing of agricultural produce without processing, if necessary, to 
the best advantage of the members; 

(4) to own or hire godowns to provide facilities to members for 
storing their produce and for stocking the processed products and 
bye-products belonging to member or the society; 

(5) to purchase or lease land, plant, machinery and other equip¬ 
ment required for the processing of.; 

(6) to purchase any other material required for packing and pre¬ 
servation of the product or for maintaining it hygienically fit for con¬ 
sumption; 

(7) to arrange for and obtain technical advice from experts, 
whenever necessary; and 

(8) to encourage thrift, self-help, co-operation and to do all such 
things as are conducive or incidental to the attainment of the above 
objects. 

3. Capital 

(1) The capital of the society shall be made up as follows :— 

(a) .‘A’ class shares of Rs.each, to be allotted to produ¬ 

cer members; 

(b) .‘B’ class shares of Rs. 100 each, to be allotted to the 

State Government; 

(c) .‘C’ class shares of Rs.each, to be allotted to co-opera¬ 

tive societies; 

(d) .‘D’ class shares to be allotted to non-producer members. 

(2) The society may retire the ‘B’ class shares held by the Gov¬ 
ernment at such time and in such number as may be agreed upon 
between the society and the Government. 
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(3) The number of non-producer members holding ‘D’ class shares 
shall, at no time, exceed five per cent of the total number of mem¬ 
bers of the society. It shall be competent for the society to retire the 
share capital held by non-producer members after a lapse of five 
years from the date of registration of the society, unless otherwise 
determined by the general body. 

(4) Fifty per cent of the value of ‘A’ and ‘B’ class shares shall 
be payable on allotment and the remainder in two equal half-yearly 
or annual instalments. Every member will, however, have the right 
to pay the full value of his share on allotment. 

(5) ‘B ! and ‘C’ class shares shall be payable in full on allotment. 

4. Liability of members 

(1) The liability of members other than the Government shall 

be limited to.times the share capital subscribed by them. 

(2) The liability of the Government shall be limited to the share 
capital paid up. 

5. Application for Admission 

(1) Applications for admission as members and for allotment of 
shares shall be made to the secretary in the form, if any, laid down 
by the society for the purpose. 

(2) Every such application shall be disposed of by the Board 
of Directors, who shall have power to grant admission or to refuse it 
after recording reasons for such refusal, provided that any person or 
society whose application for admission has been refused by the Board 
may appeal to the Registrar, and if the Registrar so directs, he or it 
shall be admitted as a member by the society on his or its paying the 
admission fee, if any, and on his or its purchasing at least one share 
of the appropriate class. 

6. Membership 

(1) An individual above the age of eighteen years who is com¬ 
petent to contract, is a producer of.and resides within the area of 

operations of the society referred to in bye-law No. 1 shall be eligible 
for admission as an ‘A’ class member. 

(2) The State Government shall also be eligible for admission as 
‘B’ class member. 

(3) A co-operative society within the area of operations of the 
society may also be admitted as ‘C’ class member. 

(4) An individual above the age of eighteen years who is compe¬ 
tent to contract, resides within the area of operations of the society 
and sympathises with the objects of the society may be admitted as a 
‘D’ class member. 

(5) No person shall be eligible for admission as a member of the 
society if he has applied to be adjudicated an insolvent or is an un¬ 
discharged insolvent or has been sentenced for any offence other 
than an offence of a political character or an offence not involving 
moral turpitude, such sentence not having been reversed or the offence 
pardoned; 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence. 





(6) Any member of the society shall cease to be such if he incurs 
any of the disqualifications mentioned in clause (4) or changes his 
residence permanently from the area of operations of the society. 

(7) Every member shall pay an entrance fee of.naye paise per 

share subject to a maximum of.per member. 

(8) Every producer member shall be bound to supply or sell his 
produce or such portion of it as may be required by the society for 
processing, either directly or through a member society of which he is 
a member. 

7. Restrictions on holding of shares 

(1) Every member shall purchase at least one share. No member 

other than the Government shall hold more than such portion of the 
share capital as may exceed one-fifth of the issued share capital or of 
the value of Rs.whichever is less. 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not 
to exceed the limit laid down in clause (1). 

8 . Withdrawal or resignation from membership 

(1) No members shall be permitted to withdraw any of the shares 
held by him in the society or to resign his membership of the 
society before the expiry of one cropping season from the date on 
which he was admitted as a member. After such period, he may 
withdraw any of his shares with the consent of the Board of Direc¬ 
tors or resign his membership provided, firstly, that there are no debts 
due from him to the society and, secondly, that there are no debts 
due to the society in regard to which he has stood surety. 

( 2) When a member resigns his membership, he shall send a let¬ 
ter of resignation to the secretary of the society and such resignation 
shall take effect from the date on which the resignation is accepted 
by the Board. The value of the shares allowed to be withdrawn or 
the share capital of a member who has resigned his membership shall 
be paid back to him with the dividend declared, if any. The total 
share capital withdrawn or returned in any one year shall not, how¬ 
ever. exceed ten per cent of the aggregate paid-up share capital of 
the society as it was on the 30th June preceding. This limit shall 
cover all refunds of share capital except those made under bye-laws 

9. 10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either on 
account of changing his residence permanently from the limits laid 
down in bye-lav/ 1 or for any other reason, mentioned in bye-lav/ 6(5), 
the Beard of Directors shall remove his name from the list of members 
and shall pay back within a reasonable period to such member the 
share capital actually paid by him with the dividend declared, if 
any, after deducting therefrom the money, if any, due from him to 
the society whether as principal debtor or as surety. 
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10. Nomination of heir 

(1) If a member dies, his membership shall ipso facto cease. 

(2) (a) Every member of the society may nominate any person 
to succeed, in the event of his death, to his share or interest in the 
society. Such member may from time to time revoke or vary such 
nomination. Such nomination shall, in the event of his death, be 
given effect to by the Board of Directors provided :— 

(i) the nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the so¬ 
ciety kept for the purpose. 

(b) On the death of a member the society shall transfer the 
share or interest of the deceased member to his nominee, or if there 
is no such person nominated by the deceased member, to such person 
as may appear to the Board of Directors to be the heir or legal re¬ 
presentative of the deceased member; provided that such nominee, 
heir or legal representative shall have been admitted by the Board of 
Directors as a member of the society; provided further that nothing in 
this bye-law shall prevent a minor or a person of unsound mind from 
acquiring by inheritance, or otherwise, the share or interest of a 
deceased member in the society. 

(c) If the nominee, heir or legal representative is not admitted 
by the Board of Directors to the membership of the society or if such 
nominee, heir or legal representative so requires, the society shall 
pay to him the value of the share or interest of the deceased member 
ascertained in the manner prescribed in the rules. 

(3) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nominat¬ 
ed by him in accordance with clause (2) (a) of this bye-law or to such 
person as may appear to the Board of Directors to be the heir or 
legal representative of the deceased member, as the case may be. 

11. Expulsion of a Member 

(1) If a member deceives the society in any way or habitually 
fails to carry out his obligation to the society, or if his general con¬ 
duct is such as to render his removal necessary in the interests of 
the society, it shall be open to the general body to expel such mem¬ 
ber provided he is given a reasonable opportunity of being heard. 

(2) The member so expelled shall have a right of appeal to 
the Registrar against the decision of the general body within two 
months from the date of such decision. The order of the Registrar 
on the appeal shall be binding on both the society as well as the 
person aggrieved by the decision of the society. 

(3) A person, who has ceased to be a member, shall be paid 
all money due to him from the society, after deducting therefrom 
any money due from him to the society and shall be liable as provid¬ 
ed in bye-law 4 for the debts due by the society as they stood on the 
date of cessation of membership for a period of two years from such 
date. 
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12. Deposits 

Deposits may, at the discretion of the Board of Directors, be 
received from members or non-members on such terms and condi¬ 
tions as may be determined by the Board; 

Provided that deposits from members shall be given preference 
over deposits from non-members. 

13. Other Borrowings 

It shall be competent for the Board of Directors to borrow funds 
otherwise than by way of deposits either from members or from per¬ 
sons other than members, or from co-operative financing banks, pro¬ 
vided that the rate of interest shall not, in any case, exceed. 

per cent per annum. 

14. Maximum borrowing limit 

The society shall not receive deposits and loans from members 
and non-members together in excess of eight times the paid-up 
share capital plus the reserve fund or of any lower limit fixed by 
the Registrar. 

15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society who are qualified to vote at general body 
meetings and shall bring such list up to date within a fortnight 
before each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of such 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this 
behalf. 

(3) No member shall be admitted during the fifteen days preced¬ 
ing the date fixed for any general body meeting of the society at 
which office bearers are to be elected. 

16. Meetings of the General Body 

(1) The Board of Directors shall call at least once a year an 
annual general meeting of the general body of the society consisting 
of ‘A’, ‘C’ and ‘D’ class members and such representatives of ‘B’ class 
members who may be serving on the Board of Directors. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the society for the conduct of business and shall 
call such a meeting within one month of the receipt of a requisition 
in writing from one-fifth or more members, or from the Registrar of 
Co-operative Societies. 

(3) The quorum for a general body meeting shall be .or one- 

fourth of the total number of ‘A’, ‘C’ and ‘D’ class members on the 
list at the time, whichever is less. 

17. Notice of the Meetings of General Body 

(1) . days notice shall ordinarily be given to members 

before a meeting of the general body is convened. 






88 


(2) Notice for a general meeting may be given to members in 
one or more of the following modes :— 

(i) by affixing a copy of the notice for the meeting in some cons¬ 
picuous place in the area of operations of the society and in the office 
of the society; 

(ii) by circulation of the notice book and getting signatures of 
members in it; or 

(iii) by sending the notice by post under certificate of posting. 

(3) In case of amendments to bye-laws, notice shall be sent to 
each of the members in due time, either by circulation or otherwise 
and such notice shall give the members a reasonably clear idea of 
the nature of amendments proposed. 

(4) If there is any irregularity in the service of notice it shall 
not invalidate the proceedings. 

18. Conduct of General Meetings 

(1) The president, when present, shall preside at the meetings of 
the general body. In his absence, the general body may choose a 
chairman from their number to preside at the meeting. Every mem¬ 
ber present shall have one and only one vote. All questions except 
those relating to amendment of bye-laws shall be decided by a majo¬ 
rity of votes of the members present and voting. When votes are 
■equal, the chairman of the meeting shall have a second or casting 
vote. 

(2) Every amendment of the bye-law T s shall be made only by a 
resolution passed by a two-thirds majority of the members present 
and voting at a meeting of the general body of the society. 

19. Powers of the General Body 

(1) The ultimate authority in all matters relating to the adminis¬ 
tration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the ac¬ 
tions of the Board of Directors performed in the exercise of 
powers conferred on them by the bye-laws. 

(3) The following, among other matters, shall be dealt with by 
the general body :— 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the elected members of the 
Board of Directors; 

(iii) the approval of the annual budget of income and expendi¬ 
ture; 

(iv) the annual report due to the Registrar; 

(v) the Registrar’s or Auditors’ audit notes; 

(vi) the amendment of bye-laws; 

(vii) disposal of net profits and 

(viii) the expulsion of a member 
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20. Management: Board of Directors 

(1) Subject to such resolutions as the general body may, from 
time to time, pass the executive management of the affairs of the 

society shall vest in the Board of Directors consisting of. 

members. 

The Board shall remain in office for a period of. 

(2) The services of the members of the Board shall be gratuitous 
except as provided for in bye-law 39. 

21. Constitution of the Board 

Three persons, or one-third of the number of directors, which¬ 
ever is less, shall be nominated by the State Government or any au¬ 
thority specified in this behalf by the State Government. The other 
members of the Board shall be elected by the General Body from 
among the members on the following basis :— 

(i) .directors from ‘A’ class members. 

(ii) .directors from ‘D’ class members. 

(iii) .directors from the representatives of ‘C’ class members. 

22. Qualifications and disqualifications of membership of Board 

(1) No member shall be eligible for election as a member of the 
Board of Directors of the society, if he is interested directly or in¬ 
directly in any contract made with the society or in any sale or pur¬ 
chase made by the society, privately or in any auction, or in any 
contract or transaction of the society (other than investment and 
borrowing) involving financial interests, if the contract or trans¬ 
action be subsisting or if the contract, transaction, sale or purchase 
be not completed. 

(2) A member of the Board of Directors of the society shall 
cease to hold his office as such, if he incurs any of the disqualifica¬ 
tions mentioned in clause (1) above. 

23. Term of office of the Board Members 

(1) Each member of the Board shall continue in office after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re-elec¬ 
tion. The nominated directors shall hold office during the pleasure 
of the authority nominating them. 

(2) It shall be competent to the general body to remove at any 
time any member elected by them to the Board and elect another 
in his place. 

(3) Any elected member of the Board of Directors may at any 
time resign from his office by sending a letter of resignation to the 
secretary of the society, but such resignation shall take effect only 
from the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission 
he shall cease to be a member. 
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(5) Interim vacancies of the elected members on the Board of 
Directors shall be filled by co-option by the Board. Vacancies 
in the case of members of the Board nominated by the State Gov¬ 
ernment, or by the authority specified in this behalf by the Govern¬ 
ment shall be filled in by nomination by the Government or by 
such authority. 

24. Powers of Board of Directors 

Amongst other things, the powers of the Board shall be— 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans on such 
terms and conditions as they may determine; 

(ii) to sanction investment of the funds of the society; 

(iii) to admit members and allot shares and to approve transfer 
of shares; 

(iv) to acquire or take on lease lands and to construct, purchase, 
take hire godowns or such other structure to enable the members to 
stock their produce or the produce processed by the society; 

(v) to purchase the agricultural produce from members and non¬ 
members and to arrange for its processing and to purchase any 
plant machinery and other equipments that may be necessary for 
the purpose; 

(vi) to maintain such accounts and registers as are specified by 
the Registrar from time to time; 

(vii) to place before the general body meeting of the members 
the Registrar’s or Auditors notes of audit and inspection; 

(viii) to prepare the annual budget of the society and to re¬ 
commend the same to the general body for its approval; 

(ix) to examine the stock register and verify the stock; 

(x) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and within 
the budget allotment sanctioned by the general body for each year; 

(xi) to frame regulations which shall be entered in the minute 
book of the society for the conduct of the business of the society 
consistent with the Act, the rules under the Act and these bye-laws, 
subject to the approval of the Registrar; 

(xii) to arrange for transport of the processed agricultural pro¬ 
duce for sale either directly or through co-operative marketing so¬ 
cieties; 

(xiii) to regulate from time to time within the limits of the 
budget sanctioned, the strength of the society’s staff and their sala¬ 
ries and allowances; 

(xiv) to recommend to the general body the rate of dividend 
that may be declared by it; 
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(xv) to determine the rate at which the members of the society 
shall contribute to the share capital of the society on the basis of 
the business done by them with the society; and 

(xvi) to do such other acts and transact such other business as 
is consistent with the objects of the society and as may be incidental 
to the administration of the society. 

25. Meetings of the Board 

The Board of Directors shall meet once in three months, or 
oftener, if necessary, to conduct the affairs of the society. The quo¬ 
rum for a meeting of the Board shall be.All questions before 

the Board shall be decided by a majority of votes. If there is an 
equality of votes, the president or other presiding member shall 
have a second or casting vote. No member of the Board shall be 
present at a meeting of the Board when any matter in which he is 
personally interested is being discussed. In case of an urgency, 
where there may not be sufficient time to convene a meeting of the 
Board, the secretary may obtain the orders of the Board by circu¬ 
lation of papers among the members. Such decisions arrived at by 
circulation shall be placed before the next meeting of the Board for 
their information. Should a difference of opinion arise in the course 
of such circulation the matter shall not be decided by circulation, 
but shall be placed before the next meeting_of the Board. 

26. President and Treasurer 

The members of the Board of Directors nominated by the State 
Government, or any authority specified in this behalf by the Govern¬ 
ment, and those elected by the general body shall together elect 
from among themselves a president and a treasurer. 

27. Duties of President, Treasurer and Secretary 

(1) Subject to such resolutions as the Board of Directors may, 
from time to time, pass, the several officers of the society shall have 
the powers mentioned below: 

(a) the president shall have general control over all the affairs 
of the society; 

(b) the secretary, who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-law, shall 
be responsible for the executive administration of the so¬ 
ciety subject to the control of the president; should the sec¬ 
retary require relief from work, it shall be competent for 
the president to grant relief, making suitable arrangements 
for the conduct of work by one or more of the memebrs of 
the Board of Directors; 

(c) the secretary/president shall be the officer to sue or to be 
sued on behalf of the society and all bonds in favour of 
the society, shall be in the name of the secretary of presi¬ 
dent; and 
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(d) the treasurer shall have the custody of all the properties 
of the society including cash. 

The Board of Directors may frame subsidiary rules with the ap¬ 
proval of the Registrar for ensuring the safety of the proper¬ 
ties left in the custody of the Treasurer. 

(2) The method cf recruitment, the conditions of service and 
the authority competent to fix, revise and regulate the scales of pay 
and allowances of paid, officers and servants of the society and the 
procedure to be followed in the disposal of disciplinary cases 
against them shall be governed by the special bye-laws in Appendix 
to these bye-laws, (same as appendix II of the bye-laws of large-sized 
credit societies). 

28. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary or any member of the office establishment whosoever is selected 
by the Board of Directors to discharge this function. In the case 
of borrowings from non-members, or from other societies, the re¬ 
ceipt or bond shall be executed by the secretary and at least two 
members of the Board of Directors of whom the president shall be 
one. 

29. Executive Committee 

The Board of Directors may constitute an Executive Committee 
and delegate to it such powers and functions as may be laid down 
in a resolution : 

Provided, however, that the president, the treasurer and at least 
one of the Directors nominated by the State Government, or such 
authority specified by them in this behalf, shall be on the Executive 
Committee. 

30. Employees of the society 

(1) The society shall not appoint any person as its paid officer 
or employee in any category of service, unless he possesses the qua¬ 
lifications and furnishes the security as the Registrar may, from 
time to time, determine for such category of service in the society 
or for the class of societies to which it belongs. 

(2) The society shall not retain in service any paid officer or 
employee, if he does not acquire the qualifications or furnish the 
security indicated in sub-clause (1), unless the Registrar relaxes the 
provisions of sub-clause (1) in his case. 

31. To whom loans can be made 

Loans, except those on the security of deposits, shall be given 
only to members. Loans on the security of deposits may be given 
both to members and to persons other than members. No person 
can claim a loan as a matter of right. 
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32. Authority to sanction loans 

(1) All applications for loans shall be made to the secretary in 
the form, if any, specified for the purpose, who shall place them 
before the Board of Directors, with his remarks, if any. 

(2) Such applications shall be disposed of by the Board of 
Directors. 

33. Restrictions on loans 

(1) From the loans sanctioned to a member, the dues if any, by 
the member to any of the credit societies affiliated to the society, 

shall be deducted.and the balance shall be advanced to him. 

The amount deducted shall be passed on to the credit society of 
which he is a member for being credited to his loan account with the 
credit society, or directly to the financing bank with which it is affi¬ 
liated under advice to the credit society. 

(2) It shall be competent to the Board of Directors to require a 
borrower at any time before the due date, to repay a portion of the 
loan advanced, or to pledge additional produce with the society for 
the loan outstanding within the time fixed, if in their opinion, there 
is fall, or likely to be a fall, in the market value of the the produce 
pledged and that the security is likely to prove inadequate for the 
loan. 

(3) No loan shall be advanced until the produce is properly mea¬ 
sured or weighed and deposited in the godown of the society. 

(4) The produce pledged shall be insured against risk of burg¬ 
lary and fire at owner’s cost to the full market value. The 
insurance policy shall be in the joint name of the society and the 
central bank to which the society is affiliated and the period of insu¬ 
rance shall correspond to the period of the loan, including exten¬ 
sion, if any. It shall be competent to the society to pay the insurance 
premia on behalf of the borrower and recover the amount from him. 

(5) The society shall not be responsible for any damage or de¬ 
terioration caused to the produce while in its custody, but it shall 
take all necessary precautions to store the goods in such a way as 
not to make them liable to damage or deterioration. 

(6) The borrower member shall pay godown. rent at the rate spe¬ 
cified by the Board. 

(7) No produce shall be removed by the owner from the godowns 
of the society until all loans, interest, fees or charges due thereon 
to the society, or to its affiliated societies, have been paid in full. 

(8) The produce pledged shall be sold through the society, on 
such commission as the Board may fix. The balance of the sale pro¬ 
ceeds, after deducting the amount due to the society from the mem¬ 
ber, shall be paid to him. 
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34. L®@bs •» the security of produce 

Loans may be advanced to members on the security of their 
produce on the following terms; namely,— 

(i) the loans shall be limited to.per cent of their market 

value on the date of the grant of the loans in the case of foodgrains, 
.per cent in the case of commercial produce like cotton, ground¬ 
nut and supari, and.per cent in the case of other commercial pro¬ 

duce; and 

(ii) the loans to an individual member shall not exceed rupees 
five thousand. 

35. Period of loans 

The period of the loan shall not exceed six months. It shall 
be competent for the Board to extend the period by another six 
months, on such terms and conditions as may be specified by it. 

36. Conduct of Sales 

(1) The society may arrange for the sale of the produce of 
members after processing it or if the members so desire without 
processing it. In the sale of such produce it shall act only as the 
agent of the members concerned and shall accept no liability for 
loss. Any loss arising out of the transactions shall be borne by the 
members concerned and not by the society. When the society acts 
as agent it should be under the written authority of the members 
concerned. The Board of Directors shall not enter into any forward 
contract with the dealers without the express permission of the 
member concerned. 

(2) It shall be competent for the society to purchase outright 
the agricultural produce of the members and arrange for its sale 
at a later date either processed or unprocessed subject to the follow¬ 
ing conditions : — 

(a) that outright purchases are confined to such commodities 
as can find ready market; 

(b) that the total amount so locked up does not at any time 
exceed the share capital of the society; 

(c) that separate account is maintained for the business done 
in the above manner. 

(3) At the end of each quarter stock shall be taken of all the 
produce in the custody of the society giving due notice to the mem¬ 
ber concerned. It shall be competent to the Board of Directors to fix 
the scale of dryage, wastage etc. to be allowed in the case of the pro¬ 
duce deposited in the godown of the society and such scale shall be 
binding upon the members of the society. 

(4) Every time goods are lodged with the society or sold by the 
society or released to the member, the quantity so lodged, sold or 
released shall be weighed or measured as the case may be. After 
showing such weighment or measurement, the stock held previous 
to the transaction and the stock held after the transactions as arrived 
at by the simple arithmetical addition or deduction of the quantity 
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involved in the transaction, shall be prepared in duplicate, the dupli¬ 
cate given to the member and his signature taken in the original in 
token of his acknowledgement. The society shall also take the acknow¬ 
ledgement of each member for service on him of the notice requir¬ 
ing him to be present either personally or through his agent for the 
quarterly stock-taking. 

(5) Sales shall be effected by public auction, but may also be 
effected by private agreement if so desired by the owner. 

(6) Produce intended for auction sale shall be brought to the 

society.days before the date fixed for auction. This period may be 

relaxed by the secretary or manager of the society, if circumstan¬ 
ces permit. 

(7) Graded lists of agricultural produce intended fcr sale shall 

be published.days before the auction, by displaying them in a pro¬ 

minent place within the precincts of the society and any owner hav¬ 
ing complaints regarding the grading of his goods shall communicate 
the same in writing to the secretary. 

(8) The buyers shall deposit with the society one-fourth of the 
price of the produce bought by them immediately after the auction 
and if they fail to do so, the bargain shall be null and void at the 
discretion of the Board of Directors and the society will be entitled 
to claim damages. 

(9) Every buyer shall take delivery of the goods purchased by 
him within seven days after auction day and delivery shall not be 
given until full payment is made. The Board of Directors may relax 
this rule in deserving cases, and allow trade credit to a nominal 
member for a period not exceeding one month and within such limits 
as may have been laid down for him. The society’s responsibility for 
any kind of damage to the goods purchased will cease six hours after 
auction. 


37. Society’s charge on members’ shares etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member or a past or 
deceased member in respect of any debt due to the society from such 
member or past member or the estate of such deceased member and 
the society may set off any sum credited or payable to a member 
or past or deceased member or the estate of a deceased member in 
or towards payment of any such debt. 

38. Godowns 

(1) The society may arrange for the safe custody of the produce 
of members either in the godowns of the society or in suitable places, 
to enable them to stock the produce for sale at advantageous prices. 
It may construct, purchase or hire one or more godowns for keeping 
the produce or finished products brought by members and charge a 
reasonable rent on a scale to be fixed by the Board from time to time 
for the use made of these godowns by members of the Society. It 
may also arrange for the insurance of the produce brought for 
storage. 

7—3 M of F & A./57 
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(2) Godowns shall be constructed or purchased only with the 
help of loans or subsidies from Government, donations or grants from 
public bodies or individuals, or deposits or funds specially raised 
from members for this purpose, provided, however, that other funds 
of the society may be used for the purpose, with the permission of 
the Registrar. 

39. Disposal of net profits 

(1) The society shall, out of its net profits in any year,— 

(a) transfer an amount not being less than twenty-five per cent 
of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar 
from time to time to the ‘Co-operative Education Fund’ cons¬ 
tituted under rule 19 of the rules under the Act. 

(2) The balance of the net profits may be utilised for all cr any 
of the following purposes, namely :— 

(a) payment of dividend to members on their paid-up capital 
at a rate not exceeding six per cent; 

(b) payment of bonus to members, in proportion to the volume 
of business done by them with the society; 

<c) constitution of, or contribution to, one cr more of the follow¬ 
ing funds, viz., 

(i) Depreciation Fund 

(ii) Building Fund 

(iii) Bad Debi Fund 

<iv) Any other Fund approved by the general body; 

<d) donations cf amounts not exceeding seven and a half per¬ 
cent of the net profits to a ‘Common Good Fund’ to be 
utilised for any of the purposes mentioned in Section (2) of 
the Charitable Endowments Act, 1890; 

fe) payment to any member for any specific service rendered by 

him to the society, remuneration not exceeding.per 

cent; and 

(f) payment of bonus to employees of the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 

40. Unclaimed amounts to be carried to reserve fund 

Any amount due by the society and not claimed within the period 
of limitation allowed by the Indian Limitation Act, shall be added 
to the reserve fund of the society. 

41. Losses when written off 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is 
found otherwise irrecoverable either wholly or in part, it shall be open 
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to the general body to write off such amount after obtaining the 
sanction of the Registrar and of the Central Co-operative Bank to 
which the society is affiliated. 

42. Annual Statements 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar :— 

(a) a statement showing the receipts and disbursements for the 
year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other statements as may be required by the Registrar. 

(2) These statements shall be made up to 30th June and a copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Registrar 
has verified the statements and granted his audit certificate, the 
society shall publish such of the statements as he may direct, in the 
manner specified by him. 

43. List of Members 

The society shall prepare a list of its members, with their addres¬ 
ses, as on the last day of each co-operative year. The list shall be 
kept open at the office of the society during office hours for inspec¬ 
tion by any member of the society and it shall be the duty of the 
secretary to supply copies of the list to such of the members as 
desire to have them on payment of such fees as may be laid down 
by the Board of Directors in this behalf. 

44. Use of Premises 

The society shall not use, or allow to be used, any premises used 
for its business or portion thereof for any purpose other than such 
business or other co-operative activities. 

45. Interpretation of bye-laws 

Should any doubt arise as to construction of the Act or any bye¬ 
law, the Board of Directors shall refer the same to the Registrar for 
advice and act according to his advice. 

46. Society to keep copy of Act, Rules and bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the Rules governing the society and of its bye-laws open to 
inspection free of charge at all reasonable times at the registered 
address of the society. 
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MODEL BYE-LAWS FOR A CO-OPERATIVE 
IRRIGATION SOCIETY LTD 


1. Name, constitution address and area of operations 

(1) The.Co-operative Irrigation Society Ltd. No. is re¬ 
gistered as a Co-operative Society under the . Co-operative 

Societies Act,. Its address shall be village . Post Office, in 

the taluk/Tehsil of .in .district; 

(2) Its area of operation shall be confined to the following vil¬ 
lages :—- 

(i).(ii).(iii).etc. 

2. Objects 

The objects of the society shall be: 

(1) to own or hire appliances, machinery for water pumps and 
plants for the irrigation of the lands of the members; 

(2) to undertake the work of digging, cutting, maintaining re- 
serviors, canal, water-courses bunds or any other works to facilitate 
the irrigation of lands of the members and to regulate and supervise 
the supply of water to such lands: 

(3) to borrow funds from members and others for purposes of 
providing facilities of irrigation to members; 

(4) to undertake or encourage works of land improvement such 
as bunding soil conservation etc: 

(5) to purchase, hire, lease or otherwise acquire land for irriga¬ 
tion purposes; 

(6) to grant loans to members for useful purposes; 

(7) to help members to procure agricultural requirements, like 
improved seed manure, fertilisers, implements etc. with a view to 
promote increased agricultural production; 

(8) to undertake or encourage subsidiary works conducive to 
full utilisation of plant power and personnel: 

(9) to encourage thrift, self-help and co-operation among mem¬ 
bers and to disseminate knowledge regarding the latest improve¬ 
ments in agriculture with particular reference to irrigation; 

(10) Generally to undertake such other activities as are inci- 
lental or conducive to the above objects or any of them. 

3. Capital 

(1) The capital of the society shall be Rs.made up of . 

shares of Rs. each. The shares shall be allotted at the rate 

-of.shares per acre. 

(2) A share certificate bearing a distinctive number shall be 
issued for every share allotted and fully paid to. 
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4. Liability of members 

The liability of a member for meeting the deficit in the assets 
of the society in the event of its being wound up, shall be limited 
to.times the share capital subscribed by such member. 

5. Application for admission 

(1) Applications for admission as members and for allotment 
of shares shall be made to the secretary in the form, if any, laid 
down by the society for the purpose. 

(2) Every such application shall be disposed of by the Board 
of Directors who shall have power to grant admission, or to refuse 
it after recording reasons for such refusal, provided that any person, 
whose application for admission has been refused by the Board, 
may appeal to the Registrar, and if the Registrar so directs, he shall 
be admitted as a member by the society on his paying the admission 
fee, if any, and on his purchasing at least one share. 

(i. Membership 

(1) Any person over 18 years of age who is competent to con¬ 
tract and is residing within the area of operations of the society 
referred in bye-law 1 shall be eligible for admission as member. 

(2) Every member shall pay an entrance fee of.naye paise- 

per share subject to a maximum of Rs. per member. 

(3) No person shall be eligible for admission as a member of 
the society if he has applied to be adjudicated an insolvent or is an 
undischarged insolvent or has been sentenced for any offence othei 
than an offence of a political character or an offence not involving 
moral turpitude, such sentence not having been reversed or the 
offence pardoned; 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence. 

(4) No person shall be a member, 

(a) If he does not own or cultivate land in the village or villages, 
specified in bye-law 1, requiring to be irrigated under the scheme, 
and 

(b) unless he signs an agreement to the effect that, in conse¬ 
quence of being a member of the society, he shall; 

(i) adopt such improved methods of irigation and agriculture- 
as may be laid down by the general body, 

(ii) undertake the maintenance and repairs of well, tanks re¬ 
servoir canals, water courses, culverts, bunds as the case 
may be, 

(iii) abide by the regulations governing the supply of water and 
in the event of breach of these undertakings, and 

(iv) pay such penalty not exceeding Rs. 100 as the Board may 
impose 
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(5) Any member of the society shall cease to be a member if 
he incurs any of the dis-qualifications mentioned in clause (3) and 
clause (4) (a) or changes his residence permanently from the area 
of operations of the society. 

7. Restriction on holding of shares 

(1) Every individual member shall purchase at least one share. 

No such member shall hold more than such portion of the share 
capital as may exceed one-fifth of the issued share capital or of the 
value of Rs.whichever is less. 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not 
to exceed the limit laid down in clause (1). 

8 Withdrawal or resignation from membership 

(1) No member shall be permitted to withdraw any of the 
shares held by him in the society or to resign his membership of 
the society within one cropping season of the date on which he was 
admitted as a member. After such period, he may withdraw any of 
his shares with the consent of the Board of Directors or resign his 
membership provided, firstly, that there are no outstanding demands 
due from him to the society and. secondly, that there are no out¬ 
standing demands due to the society in regard to which he has stood 
surety. 

(2) When a member resigns his membership, he shall send a 
letter or resignation to the secretary of the society and such resig¬ 
nation shall take effect from the date on which the resignation is 
accepted by the Board. The value of the shares allowed to be with¬ 
drawn or the share capital of a member, who has resigned his mem¬ 
bership shall be paid back to him with the dividend declared, if 
any. The total share capital withdrawn or returned in any one year 
shall not, however, exceed ten per cent, of the aggregate paid up 
share capital of the society as it was on the 30th June preceding. 
This limit shall cover all refunds of share capital except those made 
under by-laws 9, 10 and 11. 

(3) A person, whose membership is terminated, shall not des¬ 
troy or remove any outer course running through his land during 
the period of agriculture and shall not be entitled to claim any com¬ 
pensation for the same from the society. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either on 
account of his changing his residence permanently from the limits 
specified in bye-law 1 or for any other reason mentioned in bye-law 
6(5), the Board of Directors shall remove his name from the list of 
members and shall pay back within a reasonable period to such 
member the share capital actually paid by him with the dividend 
declared, if any, after deducting therefrom the money, if any, due 
from him to the society either as principal debtor or as surety. 

10. Nomination of heir. 

(1) If a member dies, his membership shall ipso facto cease„ 
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(2) (a) Every member of the society may nominate any person 
to succeed, in the event of his death', to his share or interest in the 
society. Such member may from time to time revoke or vary such 
nomination. Such nomination shall, in the event of his death, be 
given effect to by the Board of Directors, provided 

(i) the nomination was signed by the deceased in the presence 
of at least two withnesses attesting the same; and 

(ii) the nomination has been registered in the books of the 
society kept for the purpose. 

(b) On the death of a member the society shall transfer, the 
share or interest of the deceased member' to his nominee, or if there 
is no such person nominated by the deceased member, to such per¬ 
son as may appear to the Board of Directors to be the heir or legal 
representative of the deceased member; provided that such nominee 
heir or legal representative shall have been admitted by the Board 
•of Directors as a member of the society, provided further that noth¬ 
ing in this bye-law shall prevent a minor or a person of unsound mind 
from acquiring by inheritence or otherwise, the share or interest of 
a deceased member in the society. 

(c) If the nominee, heir or legal representative is not admitted 
by the Board of Directors to the membership of the society or if 
such member, provided he is given a reasonable opportunity of 
shall pay to him the value of the share or interest of the deceased 
member ascertained in the manner prescribed in the rules. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nominat¬ 
ed by him in accordance with clause (Z) (a) of this bye-law or to 
such nominee, heir or legal representative so requires, the society 
■or legal representative of the deceased member, as the case may be. 

11. Expulsion of a member 

(1) If a member deceives the society in any way, or if his 
general conduct is such as to render his removal necessary in the 
interests of the society, it shall be open to the general body to expel 
such person as may appear to the Board of Directors to be the heir 
being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two mon¬ 
ths from the date of such decision. The order of the Registrar on 
the appeal shall be binding on both the society as well as the per¬ 
son aggrieved by the decision of the society. 

(3) A person who has ceased to be a member shall be paid alJ 
moneys due to him from the society, after deducting therefrom any 
money due from him to the society and he shall be liable as provid¬ 
ed in bye-law 4 for the debts due by the society as they stood on the 
date of cessation of membership for a period of two years from such 
■date. 

12. Deposits 

Deposits may, at the discretion of the Board of Directors, be 
received from members or non-members. 



13. Other borrowings 

It shall be competent for the Board of Directors to borrow funds 
otherwise than by way of deposits either from members or from 
persons other than members, or from co-operative financing banks, 

provided that the rate of interest shall not, in any case, exceed. 

per cent per annum. 

14. Maximum borrowing limit. 

The society shall not receive deposits and loans from members 
and non-members together in excess of eight times the paid-up 
share capital plus the reserve fund or of any lower limit fixed by 
the Registrar. 

15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society who are qualified to vote at general body 
meetings and shall bring such list up to date within a fortnight 
before each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of 'the 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this 
behalf. 

(3) No member shall be admitted during the fifteen days pre¬ 
ceding the date fixed for any general body meeting of the society 
at which office bearers are to be elected. 

16. Meetings of the general body 

(1) The Board of Directors shall call at least once a year an 
annual general meeting of the general body of the society. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the society for the conduct of business and shall 
call such a meeting within one month of the receipt of a requisition 
in writing from l/5th or more members, or from the Registrar cf 
Co-operative Societies. 

(3) The quorum for a general body meeting shall be. or one- 

fourth of the total number of members on the list at time, which¬ 
ever is less. 

17. Notice of the meetings of general body 

(1) .days notice shall ordinarily be given to members before 

a meeting of the general body is convened. 

(2) Notice for a general meeting may be given to members in 
one or more of the following modes :— 

(i) by means of beat of drum in the area of operations of the 

society; 

(ii) by affixing a copy of the notice for the meeting in some 
conspicuous place in the area of operation of the society 
and in the office of the society; 
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(iii) by circulation of the notice book and getting signatures of 
members in it or by sending the notice by post under cer¬ 
tificate of posting. 

(3) In the case of amendments to bye-laws, notice shall be sent 
to each of the members in due time, either by circulation or other¬ 
wise and such notice shall give the members a reasonably clear idea 
of the nature of amendments proposed. 

(4) If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 

18. Conduct of general meetings 

(1) The president, when present, shall preside at the meetings 
of the general body. In his absence, the general body may choose 
a chairman from their number to preside at the meeting. Every 
member present shall have one and only one vote. All questions 
except those relating to amendment of by-laws shall be decided by 
a majority of votes of the members present and voting. When votes 
are equal, the chairman of the meeting shall have a second or cast¬ 
ing vote. 

(?) Every amendment of the bye-laws shall be made only by a 
resolution passed by a two-thirds majority of the members present 
and voting at a meeting of the general body of the society. 

19 . Powers of the general body 

(1) The ultimate authority in all matters relating to the ad¬ 
ministration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the 
actions of the Board of Directors performed in the exercise of 
powers conferred on them by the bye-laws. 

(3) The following, among other matters, shall be dealt with by 
the general body :— 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the members of the Board of 
Directors; 

(iii) the approval of the annual budget of income and expen¬ 
diture; 

(iv) the amendment of bye-laws; 

(v) the Registrar’s or auditors’ audit notes; 

(vi) the amendment of bye-laws; 

(vii) disposal of net profits; 

(viii) the expulsion of a member; 

(ix) fixing water rates, irrigation boundaries, rotation of crops, 
or alterations therein, when necessary. 

(x) fixing specifications of lands to be brought under irrigation. 

(xi) approval of the scheme of layout of water channels; 
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(xii) adoption of a schedule of rates chargeable for digging can¬ 
als or maintaining tanks, water courses or bunds, and for 
regulation of water supply; 

(xiii) fixing rotation of water for irrigation; 

(xiv) confirming contributions and penalties imposed by the 
Board; and 

(xv) consideration and revision from time to time of the terms 
of contract for sale of water in bulk. 

20 . Management: Board of Directors 

(1) Subject to such resolutions as the general body may, from 
time to time pass, the executive management of the affairs of the 

society shall vest in the Board of Directors consisting of.members, 

elected by the general body. The Board shall remain in office for a 
period of——-. 

(2) The services of the members of the Board shall be gratui¬ 
tous except as provided for in bye-lav/ 34. 

21. Qualifications and disqualifications of membership of Board 

(1) Nc person shall be eligible for election to the Board of 
Directors of the society, if he :— 

(a) is a paid employee of the society or the financing bank; or 

(b) is interested directly or indirectly in any contract made with 
the society or in any sale or purchase made by the society 
privately or in any auction of in any contract or transaction 
of the society (other than investment and borrowing) in¬ 
volving financial interests, if the contract or transaction be 
subsisting or if the contract, transaction, sale or purchase be 
not completed. 

(2) A member of the Board of Directors of the society shall 
cease to hold his office as such, if he incurs any of the disqualifica¬ 
tions mentioned in clause 1 above. 

22. Term of office of the Board members 

(1) Each member of the Board shall continue in office after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re- 
election. 

(2) It shall be competent to the general body to remove, at any 
time, any member elected by them to the Board and elect another 
in his place. 

(3) A member of the Board of Directors may at any time resign 
from his office by sending a letter of resignation to the secretary of 
the society, but such resignation shall take effect only from the 
date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board, without its permis¬ 
sion, he shall cease to be a member. 
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(5) Interim vacancies of the members on the Board of Directors 
shall be filled in by co-option by the Board. 

23. Powers of Board of Directors 

Amongst other things, the powers of the Board shall be 

(i) to rise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans 
on such terms and conditions as they may determine; 

(ii) to sanction investment of the funds of the society; 

(iii) to admit members and allot shares and to approve trans¬ 
fer of shares; 

(iv) to arrange for the purchase and supply of agricultural 
requirements of the members; 

(v) to enter into agreement or arrangements with holders of 
lands for constructing canals or water courses; 

(vi) to acquire lands by purchase, lease or otherwise for irriga¬ 
tion and allied purposes; 

(vii) to fix the scale of wages to be paid for labour; 

(viii) to fix water charges from the members and non-members 
for the supply of water within the limits laid down by the 
general body. 

(ix) to dig out and maintain reservoirs, canals, water courses, 
bunds or any other work to facilitate the achievements of 
the objects of the society; 

(x) to see that lands are irrigated properly and at the proper 
time and that no member does any act detrimental to the 
interest of any other member; 

(xi) to see that the water rates are paid by the members and 
non-members and collected regularly and to fix the penalty 
for default in the payment of fees levied. 

(xii) to arrange for the leasing of the right of cutting grass or 
fishing in the lands or tanks belonging to the society; 

(xiii) to purchase, take on hire or otherwise, machinery and 
other equipment necessary to promote the irrigation acti¬ 
vities of the society and to make the same available to the 
members for their irrigation and allied agricultural activi¬ 
ties, on hire or other terms; 

(xiv) to contruct purchase, take on hire or otherwise acquire, 
buildings and such other structures as may be necessary 
for or conducive to the promotion of the irrigation activity 
undertaken; 

(xv) to maintain such accounts and registers as are specified by 
the Registrar from time to time; 

(xvi) to place before the general body meeting of the members, 
the Registrar’s or the auditors’ note of audit and inspection: 
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(xvii) to scrutinise the annual budget of the society and to re¬ 
commend the same to the general body for its approval; 

(xviii) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and 
within the budget allotment sanctioned by the general body 
for each year; 

(xix) to appoint an Executive Committee, and any ad hoc com¬ 
mittee or committees for carrying out any specific function 
relating to the business of the society; 

(xx) to frame regulations which shall be entered in the minute 
book ox the society for the conduct of the business of the 
society consistent with the Act, the rules under the Act and 
these bye-laws, subject to the approval of the Registrar; 

(xxi) to undertake or assist works of land improvement includ¬ 
ing irrigation calculated to improve and facilitate agricul¬ 
tural production; 

(xxii) to regulate from time to time within the limits of the 
budget sanctioned, the strength of the society’s staff and 
their salaries and allowances; and 

(xxiii) to do such other acts and transact such other business 
as is consistent with the objects of the society and as may 
be incidental to the administration of the society. 

24. Meetings of the Board 

The Board of Directors shall meet once in three months or, 
oftener if necessary, to conduct the affairs of the society. The quo¬ 
rum for a meeting of the Board shall be.All questions before the 

Board shall be decided by a majority of votes. If there is an equality 
of votes, the president or other presiding member shall have a 
second or casting vote. No member of the Board shall be present at 
a meeting of the Board when any matter in which he is personally 
interested is being discussed. In case of urgency where there may 
not be sufficient time to convene a meeting of the Board, the secre¬ 
tary may obtain the orders of the Board by circulation of papers 
among the members. Such decisions arrived at by circulation shall 
be placed before the next meeting of the Board for their informa¬ 
tion. Should a difference of opinion arise in the course of such cir¬ 
culation, the matter shall not be decided by circulation but shall 
be placed before the next meeting of the Board. 

25. President and Treasurer 

The members of the Board of Directors shall elect, from among 
themselves, a President and a Treasurer. 

26. Duties of President, Treasurer and Secretary 

(1) Subject to such resolutions as the Board of Directors may 
from time to time pass, the several officers of the society shall have- 
the pow'ers mentioned below :— 

(a) the president shall have a general control over all the af¬ 
fairs of the society; 

S —3 M of F. & A ./57 
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(b) the secretary, who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-law, shall be 
responsible for the executive administration of the society 
subject to the control of the president; 

(c) the secretary president shall be the officer to sue or be 
used on behalf of the society; 

(d) the Treasurer shall have the custody of all the properties 
of the society including cash and the property of the society. 
The Board of Directors shall frame regulations with the 
approval of the Registrar for ensuring the safety of the 
properties left in the custody of the Treasurer. 

(2) The method of recruitment, the conditions of service and 
the authority competent to fix, revise and regulate, the scales of pay 
and allowances of paid officers and servants of the society and the 
procedure to be followed in the disposal of disciplinary cases against 
them shall be governed by the special bye-laws in Appendix I to these 
bye-laws. (Same as Appendix II to the bye-laws of large-sized credit 
societies.) 


27. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the Secre¬ 
tary or any member of the office establishment whoever is selected 
by the Board of Directors to discharge this function. In the case of 
borrowings from non-members or from other societies, the receipt 
or bond shall be executed by the secretary and at least two mem¬ 
bers of the Board of Directors of whom the president shall be one. 

28. Executive Committee 

The Board of Directors may constitute an Executive Committee 
and delegate to it such powers and functions as may be laid down 
in a resolution; 

Provided, however, that the president, and the treasurer shall 
be on the Executive Committee. 


29. Employees of the society 

(1) No person shall be appointed as a paid officer or employee 
in any category of service in the society without obtaining from 
him security in such form and according to such standard as may¬ 
be laid down by the Registrar from time to time, for such category 
of service in the society or for the class of societies to which it 
belongs. 

(2) No paid officer or servant shall be retained in any category 
■of service in the society if he does not acquire the qualifications or 
furnish the security so laid down within such time as the Registrar 
may direct. 



30. Appropriation of payments from members 

When a member, from whom money is due. pays any sum it 
shall be appropriated in the following order :— 
firstly, to fees, postal registration and other miscellaneous 
charges due by him, and secondly, to other dues including 
water charges etc. 

31. Society’s charge on members’ shares etc 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member or a past or 
deceased member in respect of any debt due to the society from 
such member or past member or the estate of such deceased mem¬ 
ber or and the society may set off any sum credited or payable to a 
member or past or deceased member or the estate of a deceased 
member in or towards payment of any such debt. 

32. Disposal of net profits 

(1) The society shall, out of its net profits in any year 

(a) transfer an amount of.per cent, of the profits to the 

reserve fund; and 

(b) credit such amount, as may be directed by the Registrar 
from time to time to the '‘Co-operative Education Fund’ con¬ 
stituted under rule 19 of the rules under the Act’. 

(2) The balance of the net profits may be utilised for all or any 
of the following purposes, viz.; 

(a) payment of dividend to members on their paid-up capital 
at a rate not exceeding six per cent; 

(b) payment of bonus to member, subject to a maximum of 
thirty per cent, of the profits, in proportion to the water 
rates recovered from them by the society during the course 
of the year; 

(c) constitution of, or contribution to, one or more of the fol¬ 

lowing funds, viz., 

(i) Depreciation Fund. 

(ii) Building Fund. 

(iii) Any other Fund approved by the general body; (d) dona¬ 
tions of amounts not exceeding seven and a half per cent, 
of the net profits to a ‘Common Good Fund’ to be utilised 
for any of the purposes mentioned in section (2) of the 
Charitable Endowments Act, 1890; 

(e) payment to any member for any specific service rendered 

by him to the society, honorarium not exceeding.per¬ 

cent., and 

(f) payment of bonus to employees of the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforsaid in any 
year, shall forthwith be added to the reserve fund. 





33. Unclaimed amounts to be carried to reserve fund. 

Any amount due by the society and not claimed with the period 
o +' limitation allowed by the Indian Limitation Act, shall be added 
to the reserve fund of the society. 

34. Losses when written off 

If any sum belonging to the society is either stolen or other¬ 
wise lost and found irrecoverable, or if any loan due to the society 
is found otherwise irrecoverable either wholly or in part, it shall 
be open to the general body to write off such amount after obtain¬ 
ing the sanction of the Registrar and of the central co-operative 
bank to which the society is affiliated. 

35. Annual statements 

(1) The society shall prepare annually in such from as may be 
specified by the Registrar :— 

(a) a statement showing the receipts and disbursements for 
the year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other statements as may be required by the Regis¬ 
trar. 

(2) These statements shall be made up to 30th June and copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Registrar 
has verified the statements and granted his audit certificate, the 
society shall publish such of the statements as he may direct in the 
manner specified by him. 

36. List of members 

The society shall prepare a list of its members, with their ad¬ 
dresses, as on the last day of each co-operative year. The list shall 
be kept open at the office of the society during office hours for ins¬ 
pection by any members of the society and it shall be the duty of 
the secretary to supply copies of the list to such of the members 
as desire to have them on payment of such fees as may be laid by 
the Board of Directors in this behalf. 

37. Use of premises 

The society shall not use, or allow to be used, any premises 
used for its business or portion thereof for any purpose other than 
such business or other co-operative activities. 

38. Interpretation of bye-laws 

Bye-law open to inspection free of charge at all reasonable times 
at the Board of Directors shall refer the same to the Registrar for 
advice and act according to his advice. 

39. Society to keep copy of Act, rules and bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the rules governing the society and of its bye-laws open to 
inspection free of charge at all reasonable times at the registered 
address of the society. 
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MODEL BYE-LAWS FOR A CO-OPERATIVE MILK SUPPLY 

SOCIETY 

L. Name, Address and Area of operation 

(1) The.Co-operative Milk Supply Ltd., No. is re¬ 
gistered as a co-operative society unnder the.Co-operative Socie¬ 
ties Act,. Its address shall be . village, . post 

office in the taluk of tehsil of . in the . district. 

2. Objects 

The objects of the society shall be: 

(1) to promote dairying and poultry-breeding on proper and 
scientific lines by assisting members to produce pure, milk 
and milk products and to rear poultry; 

(2) to buy and maintain breeding bulls for improving the breed 
of milch cattle of members by organizing a process of bre¬ 
ed-selection: 

(3) to acquire by purchase or otherwise, or take on lease lands 
for dairy purposes; 

(4) to purchase dairy equipment and construct or repair cattle 
sheds and other similar structures; 

(5) to undertake the marketing of milk, milk products and 
eggs; 

(6) to accept deposits and to borrow funds from members and 
others; 

(7) to grant loans to members for purposes of buying and 
maintaining milch cattle; 

(8) to disseminate knowledge in dairying; 

(9) to encourage thrift, self-help and co-operation and to pro¬ 
mote the economic interest of the members; and 

(10) to undertake such other activities as are conducive and 
incidental the objects of the society; 

3. Capital 

(1) The capital of the society shall be made up of . shares 

of Rs. each which may be open for subscription by persons 

qualified in accordance with the provisions of bye-laws 6. 

(2) Fifty per cent, of the value of the share shall be payable 
on allotment and the remainder in two equal half-yearly or annual 
instalments. Every member will, however, have the right to pay 
the full -value of his share on allotment. 

(3) A share certificate bearing a distinctive number shall be 
issued for every share or shares allotted and paid up. 
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4. Liability of members 

(1) The liability of members of the society, for meeting the 
deficit in the assets of the society in the event of its being wound 
up, shall be limited to . times the subscribed capital. 

5. Application for admission 

(1) Applications for admission as members and for allotment 
of shares shall be made to the secretary in the form, if any laid 
down by the society for the purpose. 

(2) Every such application shall be disposed of by the Board 
of Directors who shall have power to grant admission or to refuse 
it after recording the reasons for such refusal, provided that any 
person whose application for admission has been refused by the 
Board may appeal to the Registrar, and if the Registrar so directs, 
he shall be admitted as a member by the society on his paying the 
admission fee, if any, and on his purchasing at least one share. 

6 . Membership 

(1) Any person over eighteen years of age, who is competent 
to contract, owns milch cattle and is a b onafi.de producer of milk 
or milk-products or/is engaged in any ancillary industry such as 
poultry and is residing within the area of operations of the society 
referred to in bye-law 1 shall be eligible for admission as a member. 

(2) Every member shall pay an entrance fee of. naye paise 

per share subject to a maximum of . per member. 

(3) No person shall be eligible for admission as a member of 
the society if he has applied to be adjudicated an insolvent or is 
an undischarged insolvent or has been sentenced for any offence 
other than an offence of a political character or an offence not in¬ 
volving moral turpitude; such sentence not having been reversed 
or the offence pardoned; 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence. 

(4) Any member of the society shall cease to be such if he 
incurs any of the disqualifications mentioned in clause (3) or 
changes his residence permanently from the area of operations of 
the society. 

(5) Every member shall enter into an agreement with the 
society to sell through the society the entire milk, milk products 
and eggs produced by him. 

7 . Restrictions on holding of shares 

(1) Every individual member shall purchase at least one share. 

No such member shall hold more than such portion of the share 
capital as may exceed one-fifth of the issued share capital or of the 
value of Rs. whichhever is less. 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not 
to exceed the limit laid down in clause (1). 
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8 . Withdrawal or resignation from membership. 

(1) No member shall be permitted to withdraw any of the 
shares held by him in the society or to resign his membership of 
the society within two years from the date on which he was ad¬ 
mitted as a member, provided, however, that a member may be 
permitted to withdraw’ or resign his membership in exceptional 
circumstances and with the approval of the Registrar earlier than 
two years, but not earlier than one year, from the date of his ad¬ 
mission to membership. After such period he may withdraw any of 
his shares with the consent of the Board of Directors or resign his 
membership provided, firstly, that there are no debts due from him 
to the society and, secondly, that there are no debts due to the 
society in regard to which he has stood surety. 

(2) When a member resigns his membership, he shall send a 
letter of resignation to the secretary of the society and such resig¬ 
nation shall take effect from the date on which the resignation is 
accepted by the Board. The value of the shares allowed to be with¬ 
drawn or the share capital of a member who has resigned his mem¬ 
bership shall be paid back to him with the dividend declared, if 
any. The total share capital withdrawn or returned in any one year 
shall not, however, exceed ten per cent, of the aggregate paid up 
share capital of the society as it was on the 30th June preceding. 
This limit shall cover all refunds of share capital except those 
made under by-laws 9,10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either on 
account of the change of his residence permanently from the limits 
prescribed in bye-law 1 or for any other reason mentioned in bye-law 
6(4) the Board of Directors shall remove his name from the list 
of members and shall pay back within a reasonable period of such 
member the share capital actually paid by him with the dividend 
declared, if any, after deducting therefrom the money, if any, due 
from him to the society either as principal debtor or as surety. 

10. Nomination of heir 

(1) If a member dies, his membership shall ipso facto cease. 

(2) (a) Every member of the society may nominate any person 
to succeed, in the event of his death, to his share or interest in the 
society. Such member may from time to time revoke or very such 
nomination. Such nomination shall, in the event of his death, be 
given effect to by the Board of Directors provided :— 

(i) the nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the 
society kept for the purpose. 

(b) On the death of a member the society shall transfer the 
share or interest of the deceased member to his nominee, or if there 
is no such person nominated by the deceased member, to such per¬ 
son as may appear to the Board of Directors to be the heir or legal 
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representative of the deceased member; provided that such nominee 
heir or legal representative shall have been admitted by the Board 
of Directors as a member of the society provided further that noth¬ 
ing in this by-law shall prevent a minor or a person or unsound 
mind from acquiring by inheritance or otherwise the share or in 
terest of a deceased member in the society. 

(c) If the nominee, heir or legal representative is not admitted 
by the Board of Directors to the membership of the society or if 
such nominee, heir or legal representative so requires, the society 
shall pay to him the value of tfye share or interest of the deceased 
member ascertained in the manner prescribed in the rules. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nominat¬ 
ed by him in accordance with clause (2) (a) of this bye-law or to 
such person as may appear to the Board of Directors to be the heir 
or legal representative of the deceased member, as the case may 
he. 


11. Expulsion of a member 

(1) If a member is a persistent defaulter or has deceived the 
society in any way, or is found persistently adultering his milk or 
if his general conduct is such as to render his removal necessary 
in the interests of the society, it shall be open to the general body 
to expel such member, provided he is given a reasonable opportu¬ 
nity of being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two mon¬ 
ths from the date of such decision. The order of the Registrar on 
the appeal shall be binding on both the society as well as the per¬ 
son aggrieved by the decision of the society. 

(3) A person who has ceased to be a member shall be paid ail 
moneys due to him from the society, after deducting therefrom any 
money due from him to the society and he shall be liable as pro¬ 
vided in bye-law 4, for the debts due by the society as they stood on 
the date of cessation of membership for a period of two years from 
■such date. 

12. Deposits 

(1) Deposits may, at the discretion of the Board of Directors, 
be received from members or non-members on such terms and con¬ 
ditions as may be determined by the Board. 

13. Other borrowings 

It shall be competent for the Board of Directors to borrow 
funds otherwise than by way of deposits either from members or 
from persons other than members, or from other co-perative financ¬ 
ing banks, provided that the rate of interest shall not, in any case, 
exceed.per cent, per annum. 
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14. Maximum borrowing limit 

The society shall not receive deposits and loans from members 
and non-members together in excess of eight times the paid, up 
share capital plus the reserve fund or of any lower limit fixed by 
the Registrar. 

15. List of members for general body meetings. 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society who are qualified to vote at general body 
meetings and shall bring such list up-to-date within a fortnight 
before each meeting of the general body. 

(2) It shall be the duty of the Secretary to supply copies of the 
list to such of the members as desire to have them, on payment of 
such fees as may be specified bv the Board of Directors in this be¬ 
half. 

(3) No member shall be admitted during the fifteen days pre¬ 
ceding the date fixed for any general body meeting of the society 
at which office bearers are to be elected. 

16. Meetings of the general body 

(1) The Board of Directors shall call at least once a year an 
annual general meeting of the general body of the society. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the society for the conduct of business and shall 
call such a meeting within one month of the receipt of a requisition 
in writing from 1/5th or more members, or from the Registrar of 
Co-operative Societies. 

(3) The quorum for a general body meeting shall be...... or one- 

fourth of the total number of members on the list at the time, 
whichever is less. 

17. Notice of the meetings of general body 

(1) .day’s notice shall ordinarily be given to members 

before a meeting of the general body is convened. 

(2) Notice for a general meeting may be given to members in 
one or more of the following modes :—- 

(i) by means of beat of drum in the area of operations of the 
society; 

(ii) by affixing a copy of the notice for the meeting in some 
conspicuous place in the area of operations of the society 
and in the office of the society; 

(iii) by circulation of the notice book and getting signature of 
members in it; 

(iv) or by sending the notice by post under certificate of post¬ 
ing. 

(3) In the the case of amendments to bye-laws, notice shall be 
sent to each of the members in due time, either by circulation or 
otherwise and such notice shall give the members a reasonably clear 
idea of the nature of amendments proposed. 
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(4) If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 

18. Conduct of general meetings 

(1) The president, when present, shall preside at the meetings 
of the general body. In his absence, the general body may choose 
a chairman from their number to preside at the meetings. Every 
member present shall have one and only one vote. All questions 
except those relating to amendment of bye-laws shall be decided by a 
majority of votes of the members present and voting. When votes 
are equal, the chairman, of the meeting shall have a second or 
casting vote. 

(2) Every amendment of the bye-laws shall be made only by 
a resolution passed by a two-thirds majority of the members present 
and voting at meeting of the general body of the society. 

19. Powers of the general body 

(1) The ultimate authority in all matters relating to the ad¬ 
ministration of the society shall be the general body. 

(2) The general body shall not. however, interfere with the 
actions of the Board of Directors performed in the exercise of pow¬ 
ers conferred on them by the by-laws. 

(8) The following, among other matters, shall be dealt with 
by the general body 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the elected members of the 
Board of Directors; 

(iii) the approval of the annual budget of income and expen¬ 
diture; 

(iv) the annual report due to the Registrar; 

(v) the Registrar’s or auditor’s audit notes; 

(iv) the amendment of bye-laws; 

(vii) disposal of net profits; 

(viii) the expulsion of a member; and 

(ix) fixing the commission to be charged by the society on the 
price realised by sale of members’ milk and milk products 
etc. or the prices at which the society shall take them from 
members and market them. 

20. Management: Board of Directors 

(1) Subject to such resolutions as the general body may, from 
time to time, pass, the executive management of the affairs of the 
society shall vest in the Board of Director consisting of . mem¬ 

bers. 


(2) The services of the members of the Board shall be gratui¬ 
tous except as provided for in bye-law 42. 
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21. Qualifications and disqualifications of membership of board 

(1) No member shall be eligible for election to the Board of 
Directors of the society, if he :— 

(a) is a paid employee of the society; 

(b) is in default to the society or to any other society in res¬ 
pect of any loan or loans taken by him; or 

(c) is interested directly or indirectly in any contract made 
with the society or in any sale or purchase made by the 
society privately or in any auction or in any contract or 
transaction of the society (other than investment and bor¬ 
rowing) involving financial interests except the purchase 
and sale of milk belonging to him, if the contract or transac¬ 
tion be subsisting or if the contract, transaction, sale or 
purchase be not completed. 

(2) A member of the Board of Directors of the Society shall 
cease to hold his office as such, if he incurs any of the disqualifica¬ 
tions mentioned in clause (1) above. 

22. Term of office of the Board Members 

(1) Each member of the Board shall continue in office after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re- 
election. 

(2) It shall be competent to the general body to remove at any 
time any member elected by them to the Board and elect another 
in his place. 

(3) Any member of the Board of Directors may at any time re¬ 
sign from his office by sending a letter of resignation to the secre¬ 
tary of the society, but such resignation shall take effect from the 
date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board, without its permission, 
he shall cease to be a member. 

(5) Interim vacancies of the members on the Boai'd of Directors 
shall be filled by co-operation by the Board. 

23. Powers of Board of Directors. 

Amongst other things, the powers of the Board shall be 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans 
on such terms and conditions as they may determine: 

(ii) to grant loans and advances to members for the purchase of 
milch cattle and poultry on such terms and conditions as 
they may determine from time to time; 

(iii) to sanction investment of the funds of the society; 

(iv) to sanction extension of the period of loans which become 
due for repayment after recording the reasons for such ex¬ 
tension in each case; 
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(v) to admit members and allot shares and to approve transfer 
of shares; 

(vi) to construct, purchase, take on hire or otherwise acquire cat¬ 
tle sheds and such other structures for conducting the busi¬ 
ness of the society; 

(vii) to arrange for purchase of fodder for supply to the 
members of the society for their milch cattle; 

(viii) to arrange for the collection and transport for sale of 
milk, milk products and eggs belonging to the members and 
brought to the society and to sell the milk by opening de¬ 
pots, where necessary; 

(ix) to arrange for the testing of scales, weights and measures 
used in the society at regular intervals; 

(x) to arrange, with expert advice, for a process of breeding selec¬ 
tion for improving the breed of milch cattle owned by the 
society and the members; 

(xi) to arrange for medical aid to animals belonging to the 
society and members; 

(xii) to see that the milch cattle are properly fed and housed 
by members; 

(xiii) to arrange for the manufacture of milk products out of 
milk and marketing them at profitable prices; 

(xiv) to arrange for members’ cattle to be milked if necessary, 
under the supervision of society’s staff; 

(xv) to keep a diary for recording the milk yield of each mem¬ 
ber’s animals, and to record the result of tests made to as¬ 
certain quality of their milk; 

(xvi) to frame regulations for the general treatment, feeding 
and milking of the cattle owned by the society consistent 
with the provisions of these bye-laws; 

(xvii) to fix the purchase of selling price of milk, milk pro¬ 
ducts and eggs and to regulate it according to the rise and 
fall of the market; 

(xviii) to maintain such accounts and registers as specified by 
the Registrar from time to time; 

(xix) to place before the general body meeting of the members- 
the Registrar’s or auditors’ notes of audit and inspection; 

(xx) to prepare the annual budget of the society and to recom¬ 
mend the same to the general body for its approval; 

(xxi) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and 
within the budget allotment sanctioned by the general body 
for each year; 

(xxii) to appoint an Executive Committee, and any ad hoc 
committee or committees for carrying out any specific func¬ 
tion relating to the business of the society; 
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(xxiii) to frame regulations (which shall be entered in the 
minute book of the society) for the conduct of the business 
of the society consistent with the Act, the Rules under the 
Act and these by-laws, subject to the approval of the Re¬ 
gistrar; 

(xxiv) to regulate from time to time with the limits of the budget 
sanctioned, the strength of the society’s staff and their sala¬ 
ries and allowances; and 

(xxv) to do such other acts and transact such other business as 
is consistent with the objects of the society and as may be 
incidental to the administration of the society. 

24. Meetings of the Board 

The Board of Directors shall meet once in three months or 
oftened if necessary to conduct the affairs of the society. The 
quorum for a meeting of the Board shall be. All questions be¬ 

fore the Board shall be decided by a majority of votes. If there is 
an equality of votes, the president or other presiding member shall 
have a second or casting vote. No member of the Board shall be 
present at a meeting of the Board when any matter in which he is 
personally interested is being discussed. In case of urgency where 
there may not be sufficient time to convene a meeting of the Board, 
the secretary may obtain the orders of the Board by circulation of 
papers among the members. Such decisions arrived at by circulation 
shall be placed before the next meeting of the Board for their in¬ 
formation. Should a difference of opinion arise in the course of such 
circulation, the matter shall not be decided by circulation but shall 
be placed before the next meeting of the Board. 

25. President of the Society 

The members of the Board of Directors shall elect from among 
themselves a president. 

26. Duties of President, Treasurer and Secretary. 

(1) Subject to such resolutions as the Board of Directors may 

from time to time pass, the several officers of the society shall have 

the powers mentioned below 

(a) the president shall have a general control over all the af¬ 
fairs of the society; 

(b) the secretary, who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-lawq shall be 
responsible for the executive administration of the society 
subject to the control of the president; 

(c) the secretary/president shall be the officer to sue or be 
sued on behalf of the society; 

(d) the treasurer shall have the custody of all the properties 

of the society including cash. The Board of Directors shall 

frame regulations with the approval of the Registrar for 
ensuring the safety of the properties left in the custody of 
the treasurer. 

9—3 Nr. of I'. & A./57 
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(2) The method of recruitment, the conditions of service and 
the authority competent to fix, revise and regulate the scales of pay 
and allowances of paid officers and servants of the society and the 
procedure to be followed in the disposal of disciplinary cases against 
them shall be governed by the special bye-laws in Appendix I to 
these bye-laws 

27. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the sec¬ 
retary or any member of the office establishment whoever is select¬ 
ed by the Board of Directors to discharge this function. In the case 
of borrowings from non-members or from other societies, the re¬ 
ceipt or bond shall be executed by the secretary and at least two 
members of the Board of Directors of whom the president shall be 
one. 

28. Executive Committee 

The Board of Directors may constitute an Executive Committee 
and delegate to it such powers and functions as may be laid down 
in a resolution. 

29. Employees of the society 

(1.) No person shall be appointed as a paid officer or employee 
in any category of service in the society with obtaining from him 
security in such form and according to such standards as may be 
laid down by the Registrar from to time for such category of ser¬ 
vice in the society or for the class of societies to which it belongs. 

(2) No paid officer or servant shall be retained in any category 
of service in the society if he does not acquire the qualifications or 
furnish the security so laid down within such time as the Regis¬ 
trar may direct. 

30. Collection and sale of milk and milk products 

(1) The Board of Directors shall arrange to collect the milk 
and milk products in a dairy room in which milk or milk products 
may be strained and cooled. Milk may be canned or bottled in sui¬ 
table measures for being delivered to the customers’ doors. Surplus 
milk may either be converted into milk products or may be dis¬ 
posed off in the best manner possible. 

(2) Every member shall be supplied with a pass book in which 
shall be recorded the details regarding the milk, milk products and 
eggs etc. brought by him to the society for sale. He shall receive 
payment for the milk, milk products, or eggs sold by him through 
the society at the end of every month/week, as may be determined 
by the Board of Directors or agreed to between the members and 
the society. 

31. Loans to whom can be made and purposes of loans 

Loans shall be given to members for the purchase of milch 
cattle, poultry, fodder for cattle, construction of cattle sheds and 
purchase of transport equipment as is necessary for dairying and 
for undertaking of subsidiary occuptions by the members. 
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32. Authority to sanction loans 

All applications for loans shall be made to the secretary in the 
form, if any, specified for the purpose who shall place them before 
the Board of Directors with his remarks, if any, for their considera¬ 
tion. 

33. Restriction on loans 

(1) No member shall at any time be indebted to the society by 

way of principal to the extent of more than Rs. on account of 

any loan or loans taken by him. Subject to the above maximum, a 
member shall be eligible for loans not exceeding eight times, the 
face value of the shares held by him. Members belonging to an 
undivided family shall not be given in the aggregate a loan in ex¬ 
cess of the amount admissible to one individual member. 

(2) Loans shall be secured on the joint and several responsi¬ 
bility of the borrower and one or two other members standing sure¬ 
ties for him, provided that the total amount for which a menlber 

can stand surety shall not exceed Rs. for each share held by 

him and provided further that the total amount outstanding aga¬ 
inst any member on such personal surety shall not exceed Rs. 


34. Period of Loans 

(1) The period for the repayment of each loan shall be fixed 
by the Board according to the purpose of the loan. 

(2) Should a borrower be unable to repay the loan or the re¬ 
quired instalment of the loan, the Board may, for satisfactory rea¬ 
sons to be recorded in writing, sanction the extension of time for the 
repayment of the amount. In cases where a borrower is in arrears 
for any instalment of principal and interest and the Board does not 
deem it necessary to grant an extension, the whole outstanding loan 
will become recoverable and the Board may, and if the default con¬ 
tinues for more than 3 months, shall at once recall the loan. On 

overdue instalments of principal, interest at the rate of.naye paise 

per rupee ner mensum shall be levied. All cases of extension shall 
be reported to the general body at least once a year. 


35. Loan to be recalled, if misapplied 

Should the Board of Directors be of opinion that a loan granted 
by the society has been misapplied, it shall at once recall it and take 
steps to recover it with interest without waiting for the expiry of 
the period for which it had been granted. 

36. Penal Interest on recalled loans 

When the loan is recalled under bye-law 34 or 35, the Board of 
Directors shall inform the borrower of the fact and of the amount 
outstanding against him including interest up to the date of recall 
of the loan. On the total amount so found due, the borrower shall be 

charged interest at.naye paise per rupee per mensem from the 

date of recalling the loan to the date of recovery and steps shall be 
taken without delay to recover the amount. 
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37. Loan to be recalled on ineligibility of person to remain member 

If a member becomes ineligible for membership at any time and 
his name has on that account to be removed from the list of mem¬ 
bers under bye-law 9 or should a member be expelled under bye-law 
11, any loan due from the member concerned, shall at once be recall¬ 
ed without reference to the term for which the loan has been grant¬ 
ed and action shall be taken to recover from the borrower the 
amount outstanding against him including interest up to the date of 

recalling the loan. Interest shall be charged at.nave paise per 

rupee per mensem on the amount so found outstanding from the 
date of recalling the loan to the date of recovery. 

38. Interest on Loans 

(1) The interest on loans charged by the society to its members 

shall not be more than.% per annum as may be decided upon, 

from time to time, by the general body of the society. 

(2) Interest on all loans shall be paid in half-yearly or yearlv 
instalments as may be determined by the Board of Directors. 

39. Appropriation of payments from members 

When a member from whom money is due pays any sum it 
shall be appropriated in the following order :— 

Firstly, to fees, postal registration and other miscellaneous char¬ 
ges due from him: 

Secondly, to interest; and 

Thirtdlv. to principal. 

40. Society’s charge on member’s shares, etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member or a past or 
deceased member in respect of any debt due to the society from 
such member or past member or the estate of such deceased member 
and the society may set off any sum credited or payable to a member 
or past or deceased member or the estate of a deceased member in 
or towards payment of any such debt. 

41. Supply of commodities 

(1) The society may arrange to supply fodder, etc., for cattle 
belonging to members and domestic requirements of members and 
other necessaries of life, such as, cloth, kerosene, match-boxes, etc. 

(2) In making the purchase of the fodder for cattle or domestic 
and other requirements of members, the Board shall ordinarily act 
as the agent of the members and shall accept no liability for any 
loss occurring in the transaction. Purchase shall be made only on 
indents to the extent of the requirements of these members who are 
able to pay in cash. Accounts showing those transactions shall be 
maintained in such forms as the Registrar may specify. 

(3) Notwithstanding anything contained in clause (2) it shall be 
competent for the Board to invest the funds of the society in out¬ 
right purchases on the basis of established needs of the members 





up to the extent of the paid-up share capital of the society. Purchases 
exceeding this limit should only be done on the basis of indents re¬ 
ferred to in clause (2). 

(4) At the end of each quarter, stock shall be taken and neces¬ 
sary depreciation allowed by the Board. 

(5) It shall be competent for the Board to frame regulations 
under bye-law 23 governing the purchase and distribution of mem¬ 
bers’ requirements. 

42. Disposal of net profits 

(1) The society shall, out of its net profits in any year,— 

(a) transfer an amount not being less than twenty-five per cent 
of the profits to the reserve fund; and 

(b) credit such amount,, as may be directed by the Registrar, 
from time to time, to the ‘Co-operative Education Fund’ con¬ 
stituted under rule 19 of the rules under the Act. 

(2) The balance of the net profits may be utilised for all or any 
of the following purposes, namely :— 

(a) payment of dividend to members on their paid-up capital at 
a rate not exceeding six per cent; 

(b) payment of bonus to members in proportion to the volume 
of business done by them with the society during the course 
of the year; 

(c) constitution of, or contribution to, one or more of the fol¬ 
lowing funds, viz. : 

(i) Building Fund, 

(ii) Depreciation Fund, 

(iii) Bad Debt Fund, 

(iv) Any other fund approved by the general body; 

(d) donations of amounts not exceeding seven and a half per 
cent of the net profits to a ‘Common Good Fund’ to be 
utilised for any of the purposes mentioned in section 2 of 
the Charitable Endowments Act, 1890; 

(e) payment to any member for' any specific service rendered 

by him to the society, honorarium not exceeding . per 

cent; and 

(f) payment of bonus to employees of the society to the extent 
and in the manner determined by general body. 

(3) Any profits, not appropriated in the manner aforesaid in 
any year, shall forthwith be added to the reserve fund. 

43. Unclaimed amounts to be carried to Reserve Fund 

Any amount due by the society and not claimed within the 
period of limitation allowed by the Indian Limitation Act, shall be 
added to the reserve fund of the society. 
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44. Losses when written off 

If any sum belonging to the society is either stolen or other¬ 
wise lost and found irrecoverable, or if any loan due to the society 
is found otherwise irrecoverable either wholly or in part, it shall be 
open to the general body to write off such amount after obtaining 
the sanction of the Registrar and of the Central Co-operative Bank 
to which the society is affiliated. 

45. Annual Statements 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar — 

(a) a statement showing the receipts and disbursements for 
the year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other sttements as may be required by the Registrar. 

(2) These statements shall be made up to 30th June and a copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Registrar 
or the Auditor has verified the statements and granted his audit 
certificate, the society shall publish such of the statements as he 
may direct in the manner specified by him. 

46. List of members 

The society shall prepare a list of its members, with their 
addresses, as on the last day of each co-operative year. The list 
shall be kept open at the office of the society during office hours 
for inspection by any member of the society and it shall be the 
duty of the secretary to supply copies of the list to such of the 
members as desired to have them on payment of such fees as may be 
laid down by the Board of Directors in this behalf. 

47. Use of premises 

The society shall not use, or allow to be used, any premises 
used for its business or portion thereof for any purpose other than 
such business or other co-operative activities. 

48. Interpretation of bye-laws 

Should any doubt arise as to construction of the Act or any 
bye-law, the Board of Directors shall refer the same to the Registrar 
for advice and act according to his advice. 

49. Society to keep copy of Act, Rules and Bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the Rules governing the society and of its bye-laws open to 
inspection free of charge at all reasonable times at the registered 
address of the society. 
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MODEL BYE-LAWS FOR A CO-OPERATIVE JOINT FARMING 

SOCIETY LIMITED 

L Name, address and area of operations. 

(1) The.Co-operative Joint Farming Society Limited No. 

.is registered as a Co-operative Society under the Co-operative 

Societies Act, . Its address shall be . village, . post 

office, in the taluk/tehsil of . in . district. 

(2) Its operations shall be confined to. 

2. Objects. 

The objects of the society shall be— 

(1) to encourage land holders and cultivators to pool their land 
so as to form blocks of land for joint cultivation and allied pur¬ 
poses; 

(2) to acquire by purchase or otherwise or to take or let on 
lease lands for cultivation and allied purposes; 

(3) to take steps to achieve increased agricultural production 
as under :— 

(a) by rational use and management of all arable land, by 
planting crops suited to the soil, by suitable crop-rotation 
or inter-cropping, by enlarging the area under high yield 
crops etc.: 

(b) by undertaking minor irrigation works like ponds, wells, 
embankments, reservoirs, channels, etc.; 

(c) by use of improved farm tools and other equipment; 

(d) by use of farm-yard, compost manure, chemical fertilizers, 
etc., and 

(e) by the introduction and use of improved strains of seeds; 

(4) to assist members to take up such subsidiary occupations 
as dairying, poultry farming and sheep breeding, as may suit local 
conditions, with a view to affording increasing opportunities of 
employment and raising the income of the members; 

(5) to construct, purchase, take on hire or otherwise acquire 
buildings, cattle sheds, godowns or other structures to facilitate 
joint farming; 

(6) to arrange for the joint purchase of farming requirements 
of members and joint processing and sale of farm produce; 

(7) to make arrangements for protection of crops; 

(8) to borrow funds from members and others for the purposes 
of land improvements, purchase of machinery and cultivation ex¬ 
penses, etc.; 

(9) to coordinate the activities of the society with those of the 
local credit, supply and marketing, cottage, village and small in¬ 
dustries, co-operative societies in the village; 
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(10) to develop cultural, recreational and welfare activities 
and enrich the members’ cultural and social life; 

(11) to encourage thrift, self-help and cooperation among mem¬ 
bers, and to disseminate knowledge regarding the latest improve¬ 
ments in agriculture; and 

(12) to undertake such other activities as are conducive and 
incidental to the objects of the society. 

3. Capital 

(1) The capital of the society shall be made up of . ‘A’ class 

shares of Rs. each and of . ‘B’ class shares of Rs. 100 

each. The ‘A’ class shares shall be available only to individual mem¬ 
bers above the age of eighteen years and ‘B’ class shares shall be 
available only to the State Government. 

(2) The society shall retire ‘B’ class shares at such times and in 
such number as may be agreed upon between the society and the 
Government. 

(3) Fifty per cent of the value of ‘A’ class share shall be pay¬ 
able on allotment and the remainder in two equal half yearly or 
annual instalment. Every member will, however, have the right to 
pay the full value of the shares on allotment. 

(4) ‘B’ class shares shall be payable in full on allotment. 

(5) A share certificate bearing a distinctive number shall be 
issued for every share or shares allotted and paid up. 

4. Liability of members 

(1) The liability of members holding ‘A’ class shares for meet¬ 
ing the deficit in the assets of the society in the event of its being 

wound up, shall be limited to . times the amount of the 

share capital subscribed by them. 

(2) The liability of the State Government holding ‘B’ class 
shares shall be limited to the amount paid up in respect of such 
shares. 

5. Application for admission 

(1) Applications for admission as members and for allotment 
to shares shall be made to the Manager in the form, if any, laid 
down by the society for the purpose. 

(2) Every such application shall be disposed of by the Board 
of Directors, who shall have power to grant admission or to refuse 
it after recording reasons for such refusal, provided that any per¬ 
son whose application for admission have been refused by the 
Board of Directors, may appeal to the Registrar, and if the Regis¬ 
trar so directs, he shall be admitted as a member by the society on 
his paying the admission fee, if any, and on his purchasing at least 
one share. 
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6 . Membership 

(1) Subject to the provisions of clause (4) of this bye-law, any 
person over 18 years of age, who is competent to contract, resides 
within the area of operations referred to in bye-law No. 1, shall be 
eligible for admission as a member. 

(2) Every member shall pay an entrance fee of . naye 

paise per share subject to a maximum of Rs. per member. 

(3) No person shall be eligible for admission as a member of 
the society if he is an applicant to be adjudicated an insolvent 
or is an undischarged insolvent or has been sentenced for any 
offence other than an offence of a political character or an offence 
not involving moral turpitude, such sentence not having been 
reserved or the offence pardoned : 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence. 

(4) No person shall be a member unless he- - 

(a) agrees to work on the farm of the society in accordance 
with the plan and programme drawn by the society from 
time to time; 

(b) is... 

(i) a landholder or a cultivator of land and has agreed to 

contribute his land for joint cultivation by society, oi 

(ii) a landless labourer, or 

(iii) an artisan, or 

(iv) a person engaged in cottage, village and small indus¬ 
tries or subsidiary occupations. 

(5) Notwithstanding anything contained in clause (1) a person, 
who contributes his land to the common pool of the society, has 
unavoidably to reside outside the area of its operations, may be 
admitted as a member, subject to the condition that the total num¬ 
ber of such members does not exceed five per cent of the total 
number of members of the society. 

(c) Any member of the society shall cease to be a member of 
the society if he incurs any of the disqualification mentioned in 
clauses (3) and (4) of this bye-law. 

7. Restrictions on holding of shares 

(1) Every member shall purchase at least one share. No mem¬ 

ber shall hold more than such portion of the share capital as may 
exceed one-fifth of the issued share capital or of the value of 
Rs. whichever is less. 

(2) With the sanction of the Board of Direclors, member may. 
at any time, increase the number of shares held by him so as not 
to exceed the limit laid down in clause (1). 
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8. Withdrawal or resignation from membership 

(1) No member shall be permitted to withdraw any of the 
shares held by him in the society or to resign his membership of 
the society within one cropping season of the date on which he 
was admitted as a member. After such period he may withdraw 
any of his shares with the consent of the Board of Directors or 
resign his membership provided, firstly, that there are no debts or 
outstanding demands due from him to the society and, secondly, he 
gives one month's notice of his intention to resign, within one month 
of the expiry of the cropping season. 

(2) When a member resigns his membership he shall send a 
letter of resignation to the secretary of the society and such resig¬ 
nation shall take effect from the date on which the resignation is 
accepted by the Board. The value of the shares allowed to be with¬ 
drawn or the share capital of a member, who has resigned his mem¬ 
bership, shall be paid back to him with the dividend declared, if 
any. The total share capital withdrawn or returned in any one 
year shall not, however, exceed ten per cent of the aggregate paid- 
up share capital of the society as it was on the 30th June preceding. 
This limit shall cover all refunds of share capital except those made 
under bye-laws 9, 10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either 
on account of his changing his residence permanently from the 
[limits specified in bye-law 1 or for any other reason mentioned in 
'bye-law 6 (6), the Board of Directors shall remove his name from 
the list of members and shall pay back within a reasonable period 
to such member, the share capital actually paid by him with the 
dividend declared, if any, after deducting therefrom the money, if 
any, due from him td the society, either as principal debtor or as 
surety. 


10. Nomination of heir 

(1) If a member dies, his membership shall ipso facto cease. 

(2) (a) Every member may nominate any person to succeed, 
in the event of his death, to his share or interest in the society. 
Such member may from time to time revoke or very such nomina¬ 
tion. Such nomination shall, in the event of his death, be given 
effect to by the Board of Directors provided :— 

(i) the nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the 
society kept for the purpose. 

(b) On the death of a member the society shall transfer the 
share or interest of the deceased member to his nominee, or if there 
is no such person nominated by the deceased member, to such per¬ 
son as may appear to the Board of Directors to be the heir or legal 
representative of the deceased member provided that such no¬ 
minee, heir or legal representative shall have been admitted by 



the Board of Directors as a member of the society; provided further 
that nothing in this bye-law shall prevent a minor or a person of 
unsound mind from acquiring by inheritence or otherwise the share 
or interest of a deceased member in the society. 

(c) If the nominee, heir or legal representative is not admitted 
by the Board of Directors to the membership of the society or if 
such nominee, heir or legal representative so requires, the society 
shall pay to him the value of the share or interest of the deceased 
member ascertained in the manner prescribed in the rules. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nomi¬ 
nated by him in accordance with clause (2) (a") of this bye-law or to 
such person as may appear to the Board of Directors to be the heir 
or legal representative of the deceased member, as the case may 
be. 

11. Expulsion of a member 

If a member deceives the society in any way, or if his general 
conduct is such as to render his removal necessary in the interests 
of the society, it shall be open to the general body to expel such 
member, provided he is given a reasonable opportunity of being 
heard. 

(2) The member so excelled shall have a right of appeal to the 
Registrar against the decision of the general body within two 
months from the date of such decision. The order of the Registrar 
on the appeal shall be binding on both the society as well as person 
the aggrieved by the decision of the society. 

12. Effect of cessation from membership 

A person, who has ceased to be a member under bye-law No. 8 
or 9 or 10 or 11, shall be paid all moneys due to him from the society 
and he shall be liable as provided in bye-law 4 for the debts due 
by the society, as they stood on the date of cessation of member¬ 
ship, for a period of two years from such date. He shall also be 
entitled to recover his land pooled in the society or some other 
equivalent piece of land with identical productivity outside the 
society’s joint farm and also the value of other means of production 
like farm tools, etc., pooled by him in the society. 

13. Deposits 

Deposits may, at the discretion of the Board of Directors, be 
received from members or non-members on such terms and condi¬ 
tions as may be determined by the Board : 

Provided that deposits from members shall be given preference 
over the deposits from non-members. 

14. Other borrowings 

It shall be competent for the Board of Directors to borrow 
funds, otherwise than by way of deposits, either from members or 
from persons other than members or from the cooperative central 
bank to which it is affiliated, provided that the rate of interest 
shall not, in any case, exceed . per cent per annum. 
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15. Maximum borrowing limit. 

The society shall not receive deposits and loans from members 
and non-members together in excess of eight times the paid-up 
share capital plus the reserve fund or of any lower limit fixed by 
the Registrar. 

16 . List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members 
of the x'olls of the society, who are qualified to vote at general 
body meetings and shall bring such list up-to-date at least a fort¬ 
night before each meeting of the general body. 

(2) It shall be the duty of the Manager to supply copies of 
such list to such of the members as desire to have them, on pay¬ 
ment of such fees as may be determined by the Board of Directors 
in this behalf. 

(3) No member shall be admitted during the 15 days preced¬ 
ing the date fixed for any general body meeting of the society at 
which office bearers are to be elected. 

17 . Meetings of the general body 

(1) The Board of Directors shall call at least once a year an 
annual general meeting of the society consisting of ‘A’ class mem¬ 
bers and such representatives of ‘B' class members who may be 
serving on the Board of Directors. 

(2) The Board of Directors may also call, at any time, a special 
general meeting of the society for the conduct of the business and 
shall call such a meeting within one month after receipt of a requisi¬ 
tion in writing of dot less than one-fifth of the members or from 
the Registrar of Cooperative Societies. 

(3) The quorum for a general body meeting shall be.or one- 

fourth of the total number of ‘A’ class members on the list at the 
time, whichever is less. 

18 . Notice of the meetings of general body 

(1) . days’ notice shall ordinarily be given to members 

before a meeting of the general body is convened. 

(2) notice for a general meeting may be given to members in 
one or more of the following modes 

(i) by means of beat of drum in the area of operations of the 
society; or 

(ii) by affixing a copy of the notice for the meeting in some 
conspicuous place in the area of operations of the society 
and in the office of the society; or 

(lii) by circulation of the notice book and getting signatures of 
members in it; or 

(iv) by sending the notice by post under certificate of post¬ 
ing. 

(3) In the case of amendments to bye-laws, notice shall be sent 
to each of the members in due time, either by circulation or other¬ 
wise, and such notice shall give the members a reasonably clear idea 
of the nature of amendments proposed. 
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19. Conduct of General Meetings. 

(1) The president, when present, shall preside at the meetings 
of the general body. In his absence the general body may choose 
a chairman from their number to preside at the meeting. Every 
member present shall have one vote. All questions except those 
relating to amendment of bye-laws shall be decided by a majority 
of votes of the members present and voting. When votes are equal, 
the chairman of the meeting shall have a second or casting vote. 

(2) Every amendment of the bye-lavs shall be made only by a 
resolution passed by a two-thirds majority of the members present 
and voting at a meeting of the general body of the society. 

20. Powers of the general body. 

(1) The ultimate authority in all matters relating to the 
administration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the 
actions of the Board of Directors in exercise of the powers con¬ 
ferred on them by these bye-laws. 

(3) The following among other matters shall be dealt with by 
the general body :— 

ta) to consider the cropping, resources, employment and finan¬ 
cial plans and programmes of agricultural production and 
other allied matters drawn by the Board; 

(b) to approve the schedules of works, organisation of teams 
etc. prepared by the Board; 

(c) the election and removal of the elected members of the 
Board of Directors; 

(d) the approval of the annual budget of income and expen¬ 
diture: 

(e) the annual report due to the Registrar; 

(f) the Registrar's or the auditor’s audit notes; 

(g) the amendments of bye-laws; 

(h) Disposal of net profits; and 

(\) the expulsion of a member; 

21. Management: Board of Directors. 

(1) Subject to such resolutions as the general body may. from 

time to time, pass the executive management of the affairs of the 
society shall vest in a Board of Directors consisting of . mem¬ 
bers. The Board shall remain in office for a period of.years. 

(2) The services of the members of the Board shall be gratui¬ 
tous except as provided for in bye-law 44. 

22. Constitution of the Board. 

Out of the .members of the Board, three shall be the 

nominees of the State Government one of whom shall be an officer 
of the Agriculture Department. Other members of the Board shall 
be elected by the general body from among the members. 

10-3 M. ofF. & A./57 
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23. Qualifications & disqualifications of membership of Board. 

(1) No member shall be eligible for election to the Board of 
Directors of the society, if he— 

(a) is an applicant to be adjudicated, an insolvent or an un¬ 
certified bankrupt or undischarged insolvent, or has been 
sentenced for any offence other than an offence of a poli¬ 
tical character or an offence not involving moral turpitude, 
such sentence not having been reversed or the offence par¬ 
doned, provided that this disqualification shall not apply 
when more than five years have elapsed from the date of 
expiration of such sentence; or 

(b) is a paid employee of the society or of the financing bank; 
or 

(c) is in default to the society or to any other society in res¬ 
pect of any loan or loans taken by him; or 

(d) is interested directly or indirectly in any contract made 
within the society or in any sale or purchase made by the 
society privately or in any auction or in any contract or 
transaction of the society other than investment and bor¬ 
rowing involving financial interests, if the contract or tran¬ 
saction be subsisting or if the contract, transaction, sale or 
purchase be not completed. 

(2) A member of the Board of Directors of society shall cease 
to hold his office as such if he incurs any of disqualifications men¬ 
tioned in clause (1) above. 

24. Term of office of the Board Members. 

(1) Each member of the Board of Directors shall continue in 
office, after the expiry of his term of office until another member is 
elected in his place. A retiring member of the Board shall be eligi¬ 
ble for re-election. The nominated directors shall hold office dur¬ 
ing the pleasure of the authority nominating them. 

(2) It shall be competent to the general body to remove at any 
time any member elected by them to the Board and elect another 
in his place. 

(3) Any elected member of the Board of Directors may at 
any time resign from his office by sending a letter of resignation to 
the secretary of the society, but such resignation shall take effect 
only from the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission 
he shall cease to be a member of the Board. 

(5) Interim vacancies of the elected members on the Board of 
Directors shall be filled in by co-option by the Board. Vacancies 
in the case of members of the Board nominated by the State Gov¬ 
ernment shall be filled in by nomination by the Government. 
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. Powers of the Board of Directors. 

Among other things, the powers of the Board shall be :— 

(i) to draw up'cropping, resources, employment and financial 

plans and programmes of agricultural nroducticn and other 
allied matters and to prepare the schedules of work and 
organisation of work-teams, etc.; * 

(ii) to appoint a Manager with knowledge of agricultural 
practices and trained i % the principles and practices of 
co-operative farming wild the approval of the Registrar, or: 
such terms and conditions as may be specified by hin; 

<iii) to buy seed, manure, livestock, implements and other 
requisites for agricultural operations; 

(iv) to arrange for the storage of farm and other requirements; 

(v) to decide if lands should be purchased or taken on lease by 
the society for farming and allied purposes and the terms 
and conditions of such purchase or lease; 

(vi) to determine the works of land improvement to be under¬ 
taken by the society and the amount of capital to be in¬ 
vested in the same; 

<vii) to alienate or sell lands and other immovable property 
belonging to the society; 

<viii) to raise funds necessary for the purpose of carrying out 
the functions of the society, in the form of deposits and 
loans, on such terms and conditions as they may determine; 

(ix) to sanction investment of the funds of the society; 

(x) to admit members and allot shares and to approve trans¬ 
fer of shares; 

(xi) to purchase, take on hire or otherwise, machinery and 
other equipment necessary to promote the farming activi¬ 
ties of the society and to make the same available to the 
members for their farming activities; 

(xii) to construct, purchase, take on hire or otherwise acquire, 
residential buildings, godowns, cattle-sheds and such other 
structures as may be necessary for or conducive to the pro¬ 
motion of the farming and other allied activities; 

(xiii) to arrange for storage, processing and marketing of the 
farm produce of the members; 

(xiv) to maintain such accounts and registers as are specified 
by the Registrar from time to-time; 

(xv) to place before the general body meeting of the members 
the Registrar’s or the auditors’ notes of the audit or ins¬ 
pection; 

(xvi) to scrutinize the annual budget of the society and to re¬ 
commend the same to the general body for its approval; 
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(xvii) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and 
within the budget allotment sanctioned by the general 
body for each year; 

(xviii) to appoint an Executive Committee, any ad hoc committee 
or committees for carrying out any specific function relating 
to the business of the society; 

(xix) to insure and keen insured all the buildings including 
godowns and other immovable properties: 

(xx) to regulate from time to time within the limits of the 
budget sanctioned, strength of the society’s staff and 
their salaries and allowances; and 

(xxi) to do such other acts and transact such other business as 
are consistent with the objects of the society and as may be 
incidental to the administration of the society. 

26. Meetings of the Board. 

The Board of Directors shall meet once in a quarter or oftener 
if necessary to conduct the affairs of the society. The quorum for 

a meeting of the Board of Directors shall be . All questions 

before the Board of Directors shall be decided by a majority of 
votes. If there is an equality of votes, the president or other pre¬ 
siding member shall have a second or casting vote. No member of 
the Board shall be present at a meeting of the Board when any 
matter in which he is personally interested is being discussed. In 
case of urgency where there may not be sufficient time to convene 
a meeting of the Board, the secretary may obtain the orders of 
the Board of Directors by circulation of papers among the members. 
Such decisions arrived at by circulation shall be placed before the 
next meeting of the Board for their information. Should a differ¬ 
ence of opinion arise in the course of such circulation, the matter 
shall not be decided by circulation but shall be placed before the 
next meeting of the Board for their information. Should a dift'er- 

27. President and Treasurer. 

The nominated members of the Board of Directors and those 
elected to the Board by the General Body shall together elect 
from among themselves a president and a treasurer. 

28. Duties of President, Treasurer and Manager. 

(1) Subject to such resolutions as the Board of Directors may 
from time to time pass, the several officers of the society shall have 
the powers mentioned below :— 

(a) the president shall have a general control over all the 
affairs of the society; 

(b) the manager, who shall be paid officer appointed in the 
manner referred to under clause (ii) of bye-law 25, shall be 
responsible for the general administration of the society 
subject to the control of the president; 

(c) the manager or president shall be the officer to sue or be 
sued on behalf of the society; 
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(d.i the treasurer shall have the custody of all the properties 
of the society including cash. The Board of Directors may 
frame regulation with the approval of the Registrar for 
ensuring the safety ol the properties left in the custody of 
the treasurer. 

(2) The method of recruitment, the conditions of service and 
.he authority competent t© fix. rev.se and regulate the scales of 
pay and allowances of paid officers and servants of the society other 
th' r iho manager and the piovcture to be followed in the disposal 
of cipimary cases against them shell be governed by the specie! 
by ■ a : - in A-;.>p->diO. to these hyc-’.svs. (Same as Appendix :1 o. 

the bye-laws of large-sited credit : ocietics.) 

29. Receipts for amounts received. 

Receipts shall be issued for ail moneys paid to the society. For 
m.onc v s paid by lv.emhv'. - ? he receipts shall be signed by the Mana¬ 
ger an;, member of *.h-' otli-- establishment whoever is selected 
bv the Board of Diieetors to discharge this function. In the case of 
borrowings from non-members or from other societies, the receipt 
or bond shall be executed bv the Manager arid at least two mem¬ 
bers of t ‘c- Bon d of Directcs of whom the President shall be one. 

30. Executive Committee. 

The Board of Directors may constitute a Supervisory Committee 
and delegate to it such powers and functions as may be laid down 
in a resolution. 

31. Employees cf the society. 

(1) No person other than the manager shall be appointed as 
a pa'd officer or servant in any category of service in the society 
without obtaining from him security in such form and according to 
such standard as may be laid down by the Registrar from time to 
lime, for such category of service in the society or for the class of 
societies to which it belongs. 

(2) No paid officer or servant shall be retained in any category 
of service in the society if he does not acquire the qualifications or 
furnish the security so" laid down within such time as the Regis¬ 
trar may direct. 

32. Procedure and method of work. 

(1) Lands of all members shall be pooled and placed under the 
management of the society. Ownership of the land contributed by 
the member shall however continue to remain with the member 
concerned. 

(2) Within 3 months of the registration of the society, a valua¬ 
tion shall be made of all pieces cf land contributed by the members 
for joint cultivation, the valuation being based on the regulations 
framed by the Board and approved by the general body. The valua¬ 
tion may be varied once in three years. 
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(3) Resources of members, constituting chief means of produc¬ 
tion other than land, in the form of draught animals, poultry, sheep, 
farm tools, farm transport, equipment for subsidiary occupations, 
cottage, village and small industries etc., may be :— 

(a) pooled and placed at the disposal of the society, by pur¬ 
chasing at normal local prices and their value credited to 
the share account of the members concerned, if and when 
necessary; or 

(b) taken on hire, if and when necessary, by the society on 
payment of fees normally paid in the locality. 

.Vote.—• In determining the value under clause (a) ar.d lees under clause (bi, the 
Board shall be guided by the regulations, if any, framed by the general body 
and the advice of (he Executive Committee. 

(4) Every member whose lands, equipments, cattle etc. are 
pooled in the farm of the society shall be entitled to receive an 
ownership dividend according to the scale fixed by the general 
body from time, to time. 

(5) All farm work shall be done by members including office¬ 
bearers. Payment for farm work will be made according to the 
scales of remuneration for differenet items of work fixed by the 
Board of Directors or in any other manner agreed upon. 

(6) Members shall be subject to supervision and control of the 
society and shall be bound to carry out all directions of the Board 
of Directors of a person or persons authorised by the Board of 
Directors in respect of every matter connected with production of 
crops and other allied matters. 

33. Loans to whom can he made and purposes of loan. 

Loans may be given to members only for the following purposes, 
namely,— 

1. ceremonial expenses. 

2. domestic requirements, 

3. consumption needs. 

34. Authority to sanction loans. 

(1) All applications for loans shall be made to the manager in 
the form, if any, specified for the purpose who shall place them 
before the Board of Directors with his remarks, if any. 

(2) Such applications shall be disposed of by the Board of 
Directors. 

35. Restriction on loans. 

No member shall at any time be indebted to the society by w T ay 

of principal to the extent of more than Rs. on account of any 

loan or loans taken by him. Subject to the above maximum, a mem¬ 
ber shall be eligible for a loan not exceeding . times the face 

value of the shares held by him. Members belonging to one undi¬ 
vided family shall not be given in the aggregate a loan in excess 
of the amount admissible to a single individual member. 





36. Security for loans. 

Loans shall be secured in one or other of the following 
methods :— 

(1) On the security of fixed deposits, if any, to the credit of 
the borrower, not exceeding 90% of the amount of such deposits. 

Note.— The amount of a loan granted on the Security and within the limit specified 
in this clause shall not be subject to any of the stipulation to the contrary laid 
down in bye-law 35 as to the maximum amount of loan admissible to an indi¬ 
vidual member or to members of an undivided family or as to the limit cal¬ 
culated with reference to the number ofsha.es held by him or them. 


(2) On the joint and several responsibility of the borrower and 
one or two other members standing sureties for him, provided that 
the total amount for which a member can stand surety shall not 

exceed Rs. for each share held by him and provided that 

the total amount outstanding against any member on such personal 

surety shall not exceed Rs. and that the loans are repaid 

within a period of 12 months. 

(3) In granting loans, preference shall be given to loans on the 
security of deposits, if any. of the borrower with the society. All 
other loans shall be paid in order of their sanction. 

37. Interest on loans. 

The interest on loans charged by the society to its members 
shall not be more than . per cent per annum as may be decid¬ 

ed upon from time to time, by the general bedy. 

38. Society’s charge on member’s shares etc. 

The society shall have a charge upon the paid-up share capi¬ 
tal, deposit and any other money to the credit of a member or a 
past or deceased member in respect of any debt or outstanding 
demand due to the society from such member or past member or 
the estate of such deceased member and the society may set off 
any sum credited or payable to a member or past or deceased mem¬ 
ber or the estate of a deceased member in or towards payment of 
any such debt outstanding demand. 

39. Disposal of net profits. 

(1) The society shall, out of its net profits in any year,— 

(a) transfer an amount not being less than twenty-five per 
cent, of the profits to the reserve fund; and 

(b) credit such amount as may be directed by the Registrar 
from time to time to the ‘Cooperative Education Fund’ cons¬ 
tituted under rule 19 of the rules under the Act. 

(2) The balance of the net profits may be utilised for all or 
any of the following purposes, viz .,— 

(a) payment of dividend to members on their paid-up capital 
at a rate not exceeding six per cent: 






(b) payment of bonus to members, in proportion to the re¬ 
muneration earned by each member divine; the course of 
the year or in proportion to the number cf hours of work 
done by him during the year; 

(c ) constitution of, or contribution to. one or more of the fol¬ 
lowing funds, viz., 

(1) Depreciation Fund. 

{ii) Building Fund, 

(iii) Bad Debt Fund, 

(iv) Any Other Fund approved by the general body. 

(d) donations of amounts not exceeding seven and a half per 
cent of the net profits to ? ‘Common Goad Fund' to he 
utilised for any of ihe purposes mentioned in section 2 of 
the Charitable Endowments Act, 1890; 

(e) payment to any member for any specific service rendered 

by him to the society, remuneration not exceeding. 

per cent; and 

(f) payment of bonus to employees pi the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid, in 
any year, shall forthwith be added to the reserve fund. 

40. Unclaimed amounts to he carried tc reserve fund. 

Any amount due by the society and not claimed within the 
period of limitation allowed by the Indian Limitation Act, shall be 
added to the reserve fund of the society. 

41. Losses when written off. 

If any sum belonging to the society is either stolen or other¬ 
wise lost and found irrecoverable either wholly or in part, it shall 
be open to the general body to write off such amount, after obtain¬ 
ing the sanction of the Registrar. 

42. Annual statements. 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar 

(a) a statement showing the receipts and disbursements for 
the year; 

(b) a profit and loss account; 

(c) a balance sheet; 

(d) such other statements as may be required by the Regis¬ 
trar. / 

(2) These statements shall be made up to 30th June and a 
copy of each shall be sent to the Registrar within fifteen days 
after the close of the co-operative year ending 30th June. After the 
Registrar or the auditor has verified the statements and granted 
his audit certificate, the society shall publish such of the specified 
statements as he may direct in the manner specified by him. 



43. List of members. 

The society shall prepare a list of its members, with their ad¬ 
dresses. as 01 . ihe last day of each cooperative year. The list shall 
be !•:».- n jen at the office oi The society during office hours for ins¬ 
pector. ■ am member of the society and it shall be the duty of 
lb-- manager to supply copies of the list to such of the members as 
desire to have them on payment of such fees as may be specific! 
by the Board of Directors in this behalf. 

44 !'*c of premises. 

The society sha’i’ net use or al ow to be used any premises used 
for Its business or portion thereoi for any purpose other than such 
business or other cooperative activities. 

45. Interpretation of bye-laws. 

She.:;Vi anv doubt arise as tr construction of the Act or any bye¬ 
law. ;h» Board of T>irectors shall iefer the same to the Registrar 
for advice end act e.cverdin? to hi. - advice. 

4fi taeiety tc keep cony of Act, rules, ar.d bye-laws. 

The society she.]! keep .• ropy o>‘ the Cooperative Societies Ad 
am. ct the rules governing the -ocicty and of its bye-laws open to 
inspection, free of charge, ai all reasonable times at the office of 
the society. 
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MODEL BYE-LAWS FOR AN INDUSTRIAL 
COOPERATIVE PRODUCTION SOCIETY. 


1. Name, address and area of operations. 

(-1) The . Industrial Cooperative Production Society Ltd., 

No. is registered as a cooperative society under the Co¬ 
operative Societies Act, . Its address shall be . post 

office . in the tehsil of . in tne . district. 

(2) Its area of operations shall be confined to the following 
villages; namely :— 

(i) . 

(ii) . 

(hi) . 

2. Objects. 

( 1) Objects of the society shall be :— 

(i) to produce on its own account (enter variety of pro¬ 
duct) in a common workshop or in the homes of the 
members; 

(ii) to acquire or take on lease lands for constructing the 
workshop of the society and to purchase or build the 
workshop; 

(iii) to purchase raw materials, tools, equipment and 
machinery for the workshop; 

(iv) to market the finished products of the Society; 

(v) to obtain contracts from Government, public bodies or 
others and get them executed with the help of mem¬ 
bers; 

(vi) to borrow funds from members and non-members; 

(vii) to impart or arrange to impart business and technical 
training to members; and 

(viii) to do all such things as are conducive or incidental 
to the attainment of the said objects and the social and 
material progress of the members. 


3. Capital. 

(1) The capital of the society shall be made up of. ‘A’ class 

shares of Rs. each which shall be available only to individual 

artisans above the age of eighteen, . ‘B’ class shares of 

Rs. 100 each which shall be available only to the State Government, 
.‘C’ class shares of Rs. each which shall be avail¬ 
able to non-artisans above the age of eighteen who sympathise with 

the objects of the society and. ‘D’ class shares of Rs.each to 

persons below the age of eighteen but not below the age of twelve 
years. 
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(2) The society may retire the ‘3’ class shares held by the Gov¬ 
ernment at such time and in such number as may be agreed upon 
between the society and the Government. 

(3) The number of 'sympathiser members holding : C' class 
shares shall, at no time, exceed five per cent of the total number 
cf members of the society. It shall be competent for the society to 
retire the share capital held by 'sympathiser’ members after a lapse- 
of five years from the date of resignation of the society, unless 
otherwise determined by the general body. 

(4) Fifty per cent of the value of an ‘A’ class share shall be 
payable on allotment and the remainder in two equal half-yearly 
or annual instalments. Every such member will, however, have the 
right to pay the full value of a share on allotment. 

(5) ‘B ! , ‘C’ and ‘D’ class shares shall be payable in full on 
allotment. 

(6) A share certificate bearing a distinctive number shaii be 
issued for every share or shares allotted and fully paid-up. 

4 . Liability. 

(1) The liability of members holding tA’ class and ‘C - class 
shares for meeting the deficit in the assets of the society in the 

event of its being wound up, shall be limited to . times the 

subscribed capital. 

(2) The liability of Government holding 'B' class shares shall 
be limited to the share capital paid up by it. 

(3) Holders of ‘D’ class shares shall not be liable for the debts- 
of the society. 

5. Application for admission. 

(1) Applications for admission as members and for allotment of 
shares shall be made to the secretary in the form, if any, specified 
by the society for the purpose. 

(2) Every such application shall be disposed of by the Board 
of Directors who shall have power to grant admission or to refuse 
it, after recording reasons for such refusal : 

Provided that any individual whose application for admission 
has been refused by the Board may appeal to the Registrar, and if 
the Registrar so directs, he shall be admitted as a member by the 
society on his paying the admission fee, if any, and on his purchas¬ 
ing at least one ‘A’ class share. 

6. Membership. 

(1) An individual above the age of eighteen years who is com¬ 
petent to contract, is an artisan engaged in. industry and 

resides within the area of operations referred to m bye-law No. I 
shall be eligible for admission as an ‘A’ class member of the society. 
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(2) No artisan who is already a member of another Industrial 
Cooperative Production Society constituted for the same purpose for 
the society is registered shall be admitted as a member of the 
society. 

(3) The State Government shall also be eligible for admission 
as a ‘B’ class member. 

(4) An individual above the age of eighteen, residing in the area 
of operations of the society and sympathising with the objects of 
the society may be admitted as a ‘sympathiser’ or ‘C’ class member. 

(5) A person below the age of eighteen years but not below the 
age of twelve years and fulfilling all the other conditions mentioned 
in clause (1) above, may be admitted as an ‘associate’ or ‘D’ class 
member. Such ‘associate’ member shall be admitted for the pur¬ 
poses of undergoing training, but will have no right to vote in the 
affairs of the society. 

(6) No person shall be eligible for admission as a member of 
the society if he has applied to be adjudicated an insolvent, or is 
an undischarged insolvent, or has been sentenced for any offence 
other than an offence of a political character, or an offence not in¬ 
volving moral turpitude, such sentence not having been reversed or 
the offence pardoned : 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence. 

(7) Any member of the society shall cease to be a member if he 
incurs any of the disqualifications mentioned in clause (2) and clause 
(6), or changes his residence permanently from the area of opera¬ 
tions of the society. 

7. Restrictions on holding of shares. 

(1) Every member shall purchase atleast one share and no mem¬ 

ber. other than the State Government, shall hold more than such 
portion of the share capital as may. exceed one-fifth of the issued 
share capital or Rs. whichever is less. 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not 
to exceed the limit laid down in clause (1). 

8 . Withdrawal or resignation from membership. 

(1) No member shall be permitted to withdraw any of the shares 
held by him in the society, or to resign his membership of the society, 
within two years from the date on which he was admitted as a 
member : 

Provided, however, that a member may be permitted to with¬ 
draw, or resign his membership, in exceptional circumstances and 
with the approval of the Registrar earlier than two years, but not 
earlier than one year from the date of his admission to membership 

11—3 M of F. & A./ 57 . 
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(2) After the period specified in clause (1), a member may with¬ 
draw any of his shares with the consent of the Board of Directors, 
or resign his membership : 

Provided, firstly, that there are no debts due from him to the 
society and, secondly, that there are no debts due to the society in 
regard to which he has stood surety. 

(3) When a member resigns his membership he shall send a 
letter of resignation to the secretary of the society and such resigna¬ 
tion shall take effect from the date on which the resignation is 
accepted by the Board. The value of the shares allowed to be with¬ 
drawn, or the share capital of a member who has resigned his mem¬ 
bership, shall be paid back to him with the dividend declared, if 
any. The total share capital withdrawn or returned in any one year 
shall not, however, exceed ten per cent of the aggregate paid-up 
share capital of the society as it was on the 30th June preceding. 
This limit shall cover all refunds of share capital except those made 
under bye-laws 9, 10 and 11. 

9. Repayment of shares on withdrawal. 

Should a member cease to be eligible for membership either on 
account of his changing his residence permanently from the area of 
operations laid dowm in bye-law 1, or for any other reason mentioned 
in sub-clause (6) of bye-law 6, the Board of Directors shall remove 
his name from the list of members and shall pay back, within a 
reasonable period, to such member the share capital actually paid 
by him with the dividend declared, if any, after deducting there¬ 
from the money, if any, due from him to the society either as prin¬ 
cipal debtor or as surety. 

10. Nomination of heir. 

(1) If a member dies, his membership shall ipso facto cease. 

(2) (a) Every member of the society may nominate a person or 
persons to whom in the event of his death, his share or interest in 
the capital of the society shall be transferred or the value thereof 
and any other money due to him from the society shall be paid. 
The number of persons so nominated, however, shall not exceed the 
number of shares held by the member. The member may from time 
to time revoke or vary such nomination. The nomination shall, in 
the event of his death, be given effect to by the Board of Directors 
provided that— 

(i) the nomination was signed by the deceased in the pre¬ 
sence of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the 
society kept for the purpose. 

(b) In the event of there being no person nominated by the 
deceased member qualified in accordance with the bye-laws for mem¬ 
bership of the society, the society shall transfer the share or interest 
of the deceased member to such person as may appear to the Board 
of Directors to be the heir or legal representative of the deceased 
within one month of the death of the deceased member; 



Provided such heir or legal representative or nominee shall 
have been admitted by the Board of Directors as a member of the 
society. 

(c) In the event of there being no person qualified to succeed 
under sub-clause (a) or (b) of this clause, or on the application of 
the nominee, heir or legal representative of the deceased member, 
the society shall pay to such nominee, heir, or legal representative, 
as the case may be, a sum representing the deceased member’s share 
or interst at the time of his death, ascertained in the manner pres¬ 
cribed in the rules: 

Provided that nothing in this sub-clause shall prevent a minor 
or a person of unsound mind from acquiring by inheritence or 
otherwise, the share or interest of a deceased member in the society. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nominat¬ 
ed by him in accordance with clause (2) (a) of this bye-law, or to 
such person as may appear to the Board of Directors to be the heir 
or legal representative of the deceased member, as the case may be. 

11. Expulsion of a member. 

(1) If a member deceives the society in any way or if 
his general conduct is such as to render his removal necessary in the 
interests of the society, it shall be open to the general body to expel 
such member, provided he has been given a reasonable opportunity 
of being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two months 
from the date of such decision. The order of the Registrar on the 
appeal shall be binding on both the society as well as the person 
aggrieved by the decision of the society. 

(3) A person who has ceased to be a member, shall be paid all 
moneys due to him from the society, after deducting therefrom any 
money due from him to the society and he shall be liable as provid¬ 
ed in bye-law 4 for the debts due by the society as they stood on the 
date of cessation of membership for a period of two years from such 
date. 

12. Deposits. 

(1) Fixed deposits may, at the discretion of the Board of Direc¬ 
tors. be received from member or non-members on such terms 
and conditions as may be decided from time to time by the Board. 

Provided that deposits from members shall be given preference 
to deposits from non-members. 

13. Compulsory subscriptions. 

(1) It shall be competent for the society to collect subscrip¬ 
tions from members in any one of the following ways, as may be 


decided by the general meeting by making a deduction at,. 

(i) .naye paise per rupee of remuneration payable to the 

members; 

(ii) .% of the bonus payable to the members; 
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(2) the amount of subscription collected from a member when 
equal to the value of an ‘A’ class share will be converted into such 
share until the total number of shares held by a member amounts 
to.shares. 

14. Other borrowings. 

It shall be competent for the Board of Directors to borrow funds, 
otherwise than by way of deposits, either from members or from 
persons other than members or from cooperative financing banks : 

Provided that the rate of interest shall not, in any case, exceed 
.% per annum. 

15. Maximum borrowing limit. 

The society shall not receive deposits and loans from members 
and non-members together in excess of eight times the paid-up share 
capital and the reserve fund or of any lower limit fixed by the 
Registrar. 

16. List of members for general body meetings. 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society who are qualified to vote at general body 
meetings of the society and shall bring such list up-to-date within a 
fortnight before each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of the 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this be¬ 
half. 

(3) No member shall be admitted during the fifteen days pre¬ 
ceding the date fixed for any general body meeting of the society 
at which office bearers are to be elected. 

17. Meetings of the general body. 

(1) The Board of Directors shall call at least once a year an 
annual general meeting of the general body of the society, consist¬ 
ing of ‘A’ class members and such representative of ‘B’ class mem¬ 
bers who may be serving on the Board of Directors. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the society for the conduct of its business and 
shall call such a meeting within one month of the receipt of a re¬ 
quisition in writing from one-fifth or more members, or from the 
Registrar. 

(3) The quorum for a general body meeting shall be.or 

one-fourth of the total number of ‘A’ class members on the list at 
the time, whichever is less. 

lb Notice of meetings of general body. 

(1) .days’ notice shall ordinarily be given to members 

before a meeting of the general body is convened. 







(2) Notice for a general meeting may be given to members in 
one or more ot the following modes; namely 

(i) by means of beat of drum in the area of operations of the 
society; 

(ii) by affixing a copy of the notice for the meeting in some cons¬ 
picuous place in the area of operations of the society and 
in the otfiee of the society; 

(iii) by circulation of the notice book and getting signatures cf 
members in it, or 

(iv) by sending the notice by post under certificate of posting. 

(3) In the case of amendments to bye-laws of the society, notice 
shall be sent to each of the members in due time, either by circula¬ 
tion or otherwise; and such notice shall give the members a reason¬ 
ably clear idea of the nature of the amendments proposed. 

(4) If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 

19. Conduct of general meetings. 

(1) The president, when present, shall preside at the meetings 
of the general body. In his absence, the general body may choose a 
chairman from their number to preside at the meeting. Every mem¬ 
ber present shall have one and only one vote. All questions, except 
those relating to amendment of bye-laws of the society, shall be decid¬ 
ed by a majority of votes of the members present and voting. When 
votes are equal, the chairman of the meeting shall have a second or 
casting vote. 

(2) Every amendment of the bye-laws shall be made only by 
resolution passed by a two-thirds majority of the members and 
voting, at a meeting of the general body of the society. 

20. Powers of the general body. 

(1) The ultimate authority in all matters relating to the adminis¬ 
tration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the 
actions of the Board of Directors, or any officer of the society, per¬ 
formed in the exercise of powers conferred on them by the bye-laws. 

(3) The following, among other matters, shall be dealt with by 
the general body : — 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the elected members of the 
Board of Directors; 

(iii) the election and removal of members of the supervisory 
committee; 

(iv) the approval of the annual budget of income and expen¬ 
diture; 

(v) the annual report due to the Registrar; 
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(vi) the Registrar’s audit notes; 

(vii) the amendment of bye-laws; 

(viii) disposal of net profits; and 

(ix) the expulsion of a member. 

21. Management: Board of Directors. 

(1) Subject to such resolutions as the general body may, from 
time to time, pass, the executive management of the affairs of the 
society shall vest in the Board of Directors consisting of nine mem¬ 
bers. The State Government, or any authority specified in this be¬ 
half by the State Government, shall nominate three directors on the 
Board. The other members of the Board shall be elected by the 
general body from amongst the members on the following basis : — 

(1) there shall be five directors from members holding ‘A’ class 

shares; and 

(ii> there shall be one director from members holding ‘C’ class 
shares. 

(2) The services of the Board of Directors shall be gratiutous, 
except as provided for in bye-law No. 32. 

22. Qualifications and disqualifications of membership of Board. 

(1) No person shall be eligible for election to the Board of Dir¬ 
ectors of the society, if he : — 

(a) is a paid employee of the society or the financing bank to 
which the society is affiliated; or 

(b) is in default to the society, or to any other society, in res¬ 
pect of any loan or loans taken by him, or is a defaulter to 
the society or to any other society; or 

(c) is interested directly or indirectly in any contract made 
with the society, or in any sale or purchase made by the 
society privately, or in any auction, or in any contract or 
transaction of the society (other than investment and borrow¬ 
ing) involving financial interests, if the contract or transaction, 
by subsisting, or if the contract, transaction sale or purchase, 
be not completed. 

(2) A member of the Board of Directors of the society shall 
cease to hold his office as such, if he incurs any of the disqualifica¬ 
tions mentioned in clause (1) above. 

23. Term of office of the Board members. 

(1) Each member of the Board shall continue in office, after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re-elec¬ 
tion. The nominated directors shall hold office during the pleasure 
of the authority nominating them. 

(2) It shall be competent to the general body to remove, at any¬ 
time, any member elected by them to the Board and elect another 
in his place. 
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(3) Any elected member of the Board of Directors may, at any 
time, resign from his office by sending a letter of resignation to the 
secretary of the society; but such resignation shall take effect only 
from the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission 
he shall cease to be a member of the Board. 

(5) Interim vacancies of the elected members on the Board of 
Directors shall be filled by co-option by the Board. Vacancies in the 
case of members of the Board nominated by the State Government, 
or by the authority specified in this behalf by the Government, shall 
be filled in by nomination by the Government or by such authority. 

24. Powers of the Board of Directors. 

Amongst other things the powers of the Board shall be : — 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans, 
on such terms and conditions as they may determine; 

(ii) to arrange for the purchase or hire of tools, appliances 
machinery etc. and supply the same on hire to members on 
such terms and conditions as may be decided by them; 

(iii) to arrange for the proper stocking of raw materials and 
finished products; 

(iv) to arrange for the safe of the finished products; 

(v) to determine the scale of remuneration to be paid to mem¬ 
bers for work done by them: 

(vi) to admit members and to approve transfer of shares; 

(vii) to maintain such accounts and registers as are specified by 
Registrar from time to time: 

(viii) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and 
within the budget allotment sanctioned by the general body 
for each year; 

(ix) to arrange for the proper receipt and disbursement of all 
moneys, stores, stocks and property received or paid on 
behalf of the society; 

(x) to institute, defend or compromise legal procedure; 

(xi) to appoint an Executive Committee or any ad hoc com¬ 
mittee or committees for carrying out any specific function 
relating to the business of the society; 

(xii) to frame regulations (which shall be entered in the minute 
book of the society) for the conduct of the business of the 
society consistent with the Act, fhe rules and these bye-law 
subject to the approval of the Registrar; 

(xiii) to recommend to the general body the rate of dividend 
that may be declared by it; and 



(xiv) to do such other acts and transact such other business as 
is consistent with the objects of the society and as may be 
incidental to the administration of the society. 

25. Meetings of the Board. 

The Board of Directors shall meet once in three months or 
oftener if necessary, to conduct the affairs of the society. The quorum 

for a meeting of the Board shall be . All questions before the 

Board shall be decided by a majority of votes. If there is an equality 
of votes, the president or other presiding member shall have a 
second or casting vote 


No member of the Board shall be present at a meeting of the 
Board when any matter in which he is personally interested is being 
discussed. In case of an urgency, where there may not sufficient 
time to convene a meeting of the Board, the secretary may obtain 
orders of the Board by circulation of papers among the members. 
The decisions arrived at by circulation shall be placed before the 
next meeting of the Board for their information. Should a difference 
of opinion arise in the course of such circulation, the matter shall 
not be decided by circulation, but shall be placed before the next 
meeting of the Board. 

26. President and Treasurer. 

The members of the Board of Directors nominated by the State 
Government, or any authority specified in this behalf by the Gov¬ 
ernment. and those elected by the general body shall together elect 
from among themselves a president and a treasurer. 

27. Duties of President Treasurer and Secretary. 

(1) Subject to such resolutions as the Board of Directors may 
from time to time pass, the several officers of the society shall have 
the powers mentioned below : — 

(a) the president shall have a general control over all the affairs 
of the society; 

(b) the secretary, who shall be a paid officer appointed in the 
manner ferred to under clause (2) of this bye-law, shall be 
responsible for the executive administration of the society 
subject to the control of the president; should the secretary 
require relief from work, it shall "be competent for the pre¬ 
sident to grant relief, making suitable arrangements for the 
conduct of work by one or more of the members of the 
Board of Directors; 

(c) the secretary/president shall be the officer to sue or be sued 
on behalf of the society and all bonds in favour of the society 
shall be in the name of the secretary or president; 

(d) the treasurer shall have the custody of all the properties of 
the society including cash. The Board of Directors shall 
frame subsidiary regulations, with the approval of the 
Registrar, for ensuring the safety of the properties left in 
the custody of the treasurer. 
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(2) The method of recruitment., the conditions of service and 
the authority competent to fix, revise and regulate the scales of pay 
•and allowances of paid officers and servants of the society and the 
procedure to be followed in the disposal of disciplinary cases against 
them shall be governed by the special bye-laws given in Appendix 
to the bye-laws (same as Appendix II to the bye-laws of large-sized 
credit societies). 

28. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary, or bv any member of the Office establishment whoever is select¬ 
ed by the Board of Directors to discharge this function. In the case 
•of borrowings from non-members, or from other societies, the 
receipt or bend shall be executed by the secretary and at least two 
members of the Board of Directors of whom the president shall be 
one. 


29. Supervisory Committee. 

(1) The general body of the society shall elect annually a Su¬ 
pervisory Committee consisting of three members whose duty it will 
be to examine ail books of accounts and to verify cash and other 
properties belonging to the society, for which purpose the Commit¬ 
tee will have access, at any time, to all the books accounts, docu¬ 
ments, papers, securities, cash and other properties belonging to or 
in the custody of the society. 

(2) The Supervisory Committee shall meet, at least, once a 
month and shall submit at the end of the year a report to the general 
body of the society on the financial position and working of the 
society. 

(3) It shall be competent for the Supervisory Committee to 
make such suggestions as they deem fit for the improvement in the 
working of the society. 

30. Employees of the Society. 

(1) The society shall not appoint any person as its paid officer 
or employee in any category of service, unless he possesses the 
qualifications and furnishes the security as the Registrar may, from 
time to time, determine for such category of service in the society 
or for the class of society to which it belongs. 

(2) The society shall not retain in service any paid officer or 
employee, if he does not acquire the qualifications or furnish the 
security indicated in sub-clause (1), unless the Registrar relaxes the 
provisions of sub-clause (1) in his case. 

31. Society’s charge on Member’s Shares, etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member, or a past 
or deceased member, in respect of any debt due to the society 
from such member or past member or the estatee of such 
deceased member; and the society may set off any sum credited or 



payable to a member or past or deceased member, or the estate of a; 
deceased member, in or towards, payment of any such debt. 

32. Disposal of net profits. 

(1) The society shall, out of its net profits in any years 

(a) transfer an amount not being less than twenty-five per cent 
of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar 
from time to time to the ‘Cooperative Education Fund’ con¬ 
stituted under rule 19 of the rules under the Act. 

(2) The balance of the net profits may be utilised for all or any 
of the following purposes viz.: — 

(a) payment of dividend to members on their paid-up capital at 
a rate not exceeding six per cent; 

(b) payment of bonus to members, subject to a maximum of 
thirty per cent of the profits, in proportion to the remunera¬ 
tion received by each member during the course of the year; 

(c) constitution of, or contribution to, one or more of the fol¬ 

lowing funds; viz., : — 

(i) Depreciation Fund, 

(ii) Price Fluctuation Fund, 

(iii) Building Fund, and 

(iv) Any other Fund which may be approved by the general 
body; 

(d) donations of amounts not exceeding seven and half per 
cent of the net profits to a ‘Common Good Fund’ to be uti¬ 
lised for any of the purposes mentioned in section (2) of 
the Charitable Endowments Act, 1890; 

(e) payment to any member for any specific service rendered by 

him to the society, honorarium not exceeding . per¬ 

cent; and 

(f) payment of bonus to employees of the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 

33. Losses when written off. 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is 
found otherwise irrecoverable either wholly or in part, it shall be 
open to the general body to write off such amount after obtaining 
the sanction of the Registrar and of the central co-operative bank 
to which the society is affiliated. 
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34. Annual statements. 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar : — 

(a) a statement showing the receipts and disbursements for the 
year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other statements as may be specified by the Registrar. 

(2) Those statements shall be made up to 30th June and a copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the cooperative year ending 30th June. After the Registrar 
has verified the statements and granted his audit certificate, the 
society shall publish such of the statements as he may direct in the 
manner specified by him. 

35. List of members. 

The society shall prepare a list of its members, with their ad¬ 
dresses, as on the last day of each cooperative year. The list shall 
be kept open at the office of the society during office hours for ins¬ 
pection by any member of the society and it shall be the duty of the 
secretary to supply copies of the list to such of the members as 
desire to have them on payment of such fees as may be specified by 
the Board of Directors in this behalf. 

36. Use of premises. 

The society shall not use, or allow to be used, any premises 
used for its business, or any portion thereof, for any purpose other 
than such business or other cooperative activities. 

37. Interpretation of bye-laws. 

Should any doubt arise as to construction of the Act or the rules 
or any bye-law, the Board of Directors shall refer the same to the 
Registrar for advice and act according to his advice. 

38. Society to keep copy of Act, rules and bye-laws. 

The society shall keep a copy of the Cooperative Societies Act 
and of the rules governing the society and of its bye-laws open to 
inspection free of charge, at all reasonable times, at. the registered 
address of the society. 
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MODEL BYE-LAWS FOR AN INDUSTRIAL CO-OPERATIVE 
SERVICING SOCIETY. 


1. Name, address and area of operations. 

(1) The . Industrial Cooperative Servicing Society Ltd- 

No. is registered as a cooperative society under the Coopera¬ 
tive Societies Act,.. post office. in the taluka of. 

.in the .district. 

(2) Its area of operations shall be confined to the following 
villages : — 

(i) . 

(ii) . 

(in) . 

2. Objects. 

The objects of the society shall be : — 

(i) to promote the production of . by its members. 

(ii) to purchase and supply raw material, tools and equipment 
required by its members; 

(iii) to purchase or receive for sale the finished products from 
members and sell them to the best advantage; 

(iv) to borrow funds from members and non-members; 

(v) to grant advances to members on the security of the raw 
materials and finished products belonging to them; 

(vi) to obtain contracts from Government, public bodies or 
others and get them executed with the help of members; 

(vii) to impart or arrange to impart business and technical 
training to members; 

(viii) to purchase and own machinery for being hired out to 
members; and 

(ix) to do all such things as are conducive to or incidental to 
the attainment of the said objects and social and material 
progress of the members. 

3. Capital. 

(1) The capital of the society shall consist of. shares of 

Rs.each. 

(2) Fifty per cent of the value of shares shall be payable on 
allotment and the remainder in two equal half-yearly or annual in¬ 
stalments. Every member will, however, have the right to pay the 
full value of a share or shares on allotment. 

(3) A share certificate bearing a distinctive number shall be 
issued for every share or shares allotted and fully paid-up. 

12—3 M. of F. & A./57 
















4. Liability. 

The liability of the members of the society for meeting the 
deficit in the assets of the society in the event of its being wound up, 
shall be limited to . times the subscribed capital. 

5. Application for admission. 

(1) Applications for admission as members and for allotment of 
shares shall be made to the Secretary in the form, if any, specified 
by the society for the purpose. 

(2) Every such application shall be disposed of by the Board of 
Directors who shall have power to grant admission or to refuse it, 
after recording the reasons for such refusal; 

Provided that any individual whose application for admission 
has been refused by the Board may appeal to the Registrar, and if 
the Registrar so directs, he shall be admitted as a member by the 
society on his paying the admission fee, if any, and on his purchas¬ 
ing at least, one share. 

6. Membership. 

(1) An individual above the age of eighteen years, who is com¬ 
petent to contract, is an artisan engaged in. industry and resides 

within the area of operations referred to in bye-law 1, shall be eli¬ 
gible for admission as a member of the society. 

(2) No artisan who is already a member of another Industrial 
Cooperative Servicing Society constituted for the same purpose as 
the society shall be admitted as a member of the society. 

(3) No person shall be eligible for admission as a member of the 
society if he has applied to be adjudicated an insolvent, or is an 
undischarged insolvent, or has been sentenced for any offence other 
than an offence of a political character, or an offence not involving 
moral turpitude, such sentence not having been reversed or the 
offence pardoned : 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of 
such sentence. 

(4) Any member of the society shall cease to be a member if 
he incurs any of the disqualifications mentioned in clause (2) and 
clause (3), or changes his residence permanently from the area of 
operations of the society. 

7. Restrictions on holding of shares. 

(1) Every member shall purchase at least one share and no 

member shall hold more than such portion of the share capital as 
may exceed one-fifth of the issued share capital or Rs. which¬ 

ever is less. 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not 
to exceed the limit laid down in clause (1). 
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8. Withdrawal or resignation from membership. 

(1) No member shall be permitted to withdraw any of the shares 
held by him in the society, or to resign his membership of the 
society, within two years from the date on which he was admitted 
as a member : 

Provided, however, that a member may be permitted to with¬ 
draw, or resign his membership, in exceptional circumstances and 
with the approval of the Registrar earlier than two years, but not 
earlier than one year from the date of his admission to membership. 

(2) After the period specified in clause (1), a member may 
withdraw any of his shares with the consent of the Board of Direc¬ 
tors, or resign his membership : 

Provided, firstly, that there are no debts due from him to the 
society and, secondly, that there are no debts due to the society in 
regard to which he has stood surety. 

(3) When a member resigns his membership he shall send a 
letter of resignation to the secretary of the society and such resig¬ 
nation shall take effect from the date on which the resignation is 
accepted by the Board. The value of the shares allowed to be with¬ 
drawn, or the share capital of a member who has resigned his mem¬ 
bership, shall be paid back to him with the dividend declared, if 
any. The total share capital withdrawn or returned in any one year 
shall not, however, exceed ten per cent of the aggregate paid-up 
share capital of the society as it was on the 30th June preceding. 
This limit shall cover all refunds of share capital except those made 
under bye-laws 9. 10 and 11. 

9. Repayment of shares on withdrawal. 

Should a member cease to be eligible for membership either on 
account of his changing his residence permanently from the area of 
operations laid down in bye-law 1, or for any other reason mentioned 
in sub-clause (3) of bye-law 6, the Board of Directors shall remove his 
name from the list of members and shall pay back, within a reason¬ 
able period, to such member the share capital actually paid by him 
with the dividend declared, if any, after deducting therefrom the 
money, if any, due from him to the society either as principal 
debtor or as surety. 

10. Nomination of heir. 

(1) If a member dies, his membership shall ipso facto cease. 

(2) (a) Every member of the society may nominate a person or 
persons to whom in the event of his death, his share or interest m 
the capital of the society shall be transferred or the value thereof 
and any other money due to him from the society shall be paid. The 
number of persons so nominated, however, shall not exceed the 
number of shares held by the member. The member may from time 
to time revoke or vary such nomination. The nomination shall, 
m -the event of his death, be given effect to by the Board of Direc¬ 
tors provided that:— 

(i) the nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 
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(ii) the nomination has been registered in the books of the 
society kept for the purpose. 

(b) In the event of there being no person nominated by the 
deceased member qualified in accordance with the bye-laws for mem¬ 
bership of the society, the society shall transfer the share or inter¬ 
ests of the deceased member to such person as may appear to the 
Board of Directors to be the heir or legal representative of the 
deceased within one month of the death of the deceased member : 

Provided such heir or legal representative or nominee shall have 
been admitted by the Board of Directors as a member of the society. 

(c) In the event of there being no person qualified to succeed 
under sub-clause (a) or (b) of this clause, or on the application of 
the nominee, heir or legal representative of the deceased member, 
the society shall pay to such nominee, heir or legal representative, 
as the case may be, a sum representing the deceased member’s share 
or interest at the time of his death ascertained in the manner pres¬ 
cribed in the rules : 

Provided that nothing in this sub-clause shall prevent a minor 
or a person of unsound mind from acquiring by inheritence 
or otherwise, the share or interest of a deceased member in the 
society. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person 
nominated by him in accordance with clause (2) (a) of this bye-law, 
or to such person as may appear to the Board of Directors to be the 
heir or legal representative of the deceased member, as the case may¬ 
be. 

11. Expulsion of a member. 

(1) If a member deceives the society in any way or if his 
general conduct is such as to render his removal necessary in the 
interests of the society, it shall be open to the general body to expel 
such member, provided he has been given a reasonable opportunity 
of being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two months 
from the date of such decision. The order of the Registrar on the 
appeal shall be binding on both the society as well as the person 
aggrieved by the decision of the society. 

(3) A person who has ceased to be a member, shall be paid ail 
moneys due to him from the society, after deducting therefrom any 
monev due from him to the society and he shall be liable as provid¬ 
ed in bye-law 4 for the debts due by the society as they stood on the 
date of cessation of membership for a period of two years from such 
date. 

12. Deposits. 

Fixed deposits may, at the discretion of the Board of Directors 
be received from members or non-members : 

Provided that deposits from members shall be given prefer¬ 
ence to deposits from non-members. 
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13. Compulsory subscription. 

(1) It shall be competent for the society to collect subscriptions 

from members in the form of a deduction of. per cent of the 

bonus payable to each. 

(2) The amount of subscription collected from a member, when 
equal to the value of a share, will be converted into such share 

until the total number of shares held by a member amounts to. 

shares. No interest will be paid on the amount of subscription to the 
credit of a member. 

14. Other borrowings. 

It shall be competent for the Board of Directors to borrow 
funds, otherwise than by way of deposits, either from members or 
from persons other than members, or from other cooperative socie¬ 
ties, provided that the rate of interest shall not, in any case, exceed 
.per cent per annum. 

15. Maximum borrowing limit. 

The society shall not receive deposits and loans from members 
and non-member together in excess of eight times the paid-up share 
capital plus the reserve fund or of any other limit fixed by the Regis¬ 
trar. 

16. List of members for general body meetings. 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society, who are qualified to vote at the general body 
meetings of the society and shall bring such list up-to-date within a 
fortnight before each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of the 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this be¬ 
half. 

(3) No member shall be admitted during the fifteen days pre- 
ceeding the date fixed for any general meeting of the society at 
which office bearers are to be elected. 

17. Meetings of the general body. 

The Board of Directors shall call at least once a year an annual 
general meeting of the general body of the society consisting of ‘A’ 
class members and such representatives of ‘B’ class members, who 
may be serving on the Board of Directors. 

(2) The Board of Directors may also at any time call a general 
meeting of the society for the conduct of its business and shall call 
such a meeting within one month after receipt of a requisition in 
writing of not less than one-fifth of the members or from the Regis¬ 
trar. 

(3) The quorum for a general body meeting shall be.or one- 

fourth of the total number of members on the list at the time, 
whichever is less. 







18. Notice of the meetings of general body. 

(1) . days notice shall ordniarily be given to members 

before a meeting of the general body is convened. 

(2) Notice for a general body meeting may be given to members 
in one or more of the following modes, namely : — 

(i) by affixing a copy o fthe notice for the meeting in some cons¬ 
picuous place in the area of operations of the society and 
in the office of society; 

(ii) by circulation of the notice book and getting signatures of 
members in it; or 

(iii) by sending the notice by post under certificate of posting. 

19. Conduct of general meetings. 

(1) The president, when present, shall preside at the meetings 
of the general body. In his absence, the general body may choose a 
chairman from their number to preside at the meeting. Every mem¬ 
ber present shall have one and only one vote. All questions, except 
those relating to amendment of bye-laws of the society, shall be decid¬ 
ed by a majority of votes of the members present and voting. When 
votes are equal, the chairman of the meeting shall have a second or 
casting vote. 

(2) Every amendment of the bye-laws shall be made only by a 
resolution passed by a two-thirds majoi'ity of the members present 
and voting, at a meeting of the general body of the society. 

20. Powers of the general body. 

(1) The ultimate authority in all matters relating to the ad¬ 
ministration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the 
actions of the Board of Directors, or any officer of the society, per¬ 
formed in the exercise of powers conferred on them by the bye-laws. 

(3) The following among other matters, shall be dealt with by 
the general body :— 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the elected members of the 
Board of Directors; 

(iii) the approval of the annual budget of income and expen¬ 
diture; 

(iv) the annual report due to the Registrar; 

(v) the Registrar’s audit notes; 

(vi) the amendment of bye-laws; 

(vii) disposal of net profits; and 

(viii) the expulsion of a member. 




21. Management: Board of Directors. 

(1) Subject to such resolutions as the general body 
may, from time to time, pass, the executive management of the 
affairs of the society shall vest in the Board of Directors consisting 

of.members. The Board shall remain in office for a period 

of. 


(2) The services of the members of the Board shall be gratui¬ 
tous, except as provided for in bye-law 33. 

22. Qualifications and disqualifications of Membership of Board. 

(1) No person shall be eligible for election to the Board of 
Directors of the society, if he : — 

(a) is a paid employee of the society or the financing bank to 
which the society is affiliated; or 

(b) is in default to the society, or to any other society, in res¬ 
pect of any loan or loans taken by him or is a defaulter to 
the society or to any other society; or 

(c) is interested directly or indirectly in any contract made 
with the society, or in any sale or purchase made by the 
society privately, or in any auction, or in any contract ox 
transaction of the society (other than investment and bor¬ 
rowing) involving financial interests, if the contract or 
transaction be subsisting, or if the contract, transaction, 
sale or purchase, be not completed. 

(2) A member of the Board of Directors of the society shall 
cease to hold his office as such, if he incurs any of the disqualifica¬ 
tions mentioned in clause (1) above. 

23. Term of office of the Board members. 

(1) Each member of the Board shall continue in office, after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re-elec¬ 
tion. 


(2) It shall be competent to the general body to remove, at any 
time, any member elected by them to the Board and elect another 
in his place. 

(3) Any member of the Board of Directors may, at any time, 
resign from his office by sending a letter of resignation to the secre¬ 
tary of the society; but such resignation shall take effect only from 
the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission, 
he shall cease to be a member of the Board. 

(5) Interim vacancies of the members on the Board of Direc¬ 
tors shall be filled by co-option by the Board. 
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24. Powers of the Board of Directors. 

Amongst other things, the powers of the Board shall be : — 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society in the form of deposits and loans 
on such terms and conditions as they may determine; 

(ii) to grant loans to members on the security of their raw 
material or finished products; 

(iii) to arrange for the purchase or hire of fools, appliances, 
machinery etc. and supply them to the members; 

(iv) to arrange for the proper stocking of the raw materials and 
finished products; 

(v) to arrange for the sale of finished products purchased from 
or belonging to the members; 

(vi) to admit members and allot shares and to approve trans¬ 
fer of shares; 

(vii) to maintain such accounts and registers as are specified by 
the Registrar from time to time; 

(viii) to incur such expenditure as may be necessary for the 
management society with reference to the scale and within 
the budget allotment, sanctioned by the general body for 
each year. 

(ix) to fix the rate of commission and other charges which the 
society shall get from members for handling their products; 

tx) to arrange for the proper receipt and disbursement of all 
moneys, stores, stocks and property received or paid on 
behalf of the society; 

(xi) to institute, defend or compromise legal proceedings; 

(xii) to frame regulations (which shall be entered in the minute 
book of the society) for the conduct of the business of the 
society consistent with the Act, the rules and these bye¬ 
laws, subject to the approval of the Registrar; and 

(xiii) to do such other acts or transact such other business as is 
consistent with the objects of the society and as may be 
incidental to the administration of the society. 

2o. Meetings of the Board. 

The Board of Directors shall meet once in three months, or 
oftener if necessary, to conduct the affairs of the society. The quo¬ 
rum for a meeting of the Board shall be. All questions before 

the Board shall be decided by a majority of votes. If there is an 
equality of votes, the president or other presiding member shall 
have’ a second or casting vote. No member of the Board shall be 
present at a meeting of the Board when any matter in which he is 
personally interested is being discussed. In case of an urgency, 
where there mav not be sufficient time to convene a meeting of the 
Board, the secretary may obtain orders of the Board by circulation 
of papers among the members. The decisions arrived at by circula¬ 
tion shall be placed before the next meeting of the Board for their 




information. Should a difference of opinion arise in the course of 
such circulation, the matter shall not be decided by circulation but 
shall be placed before the next meeting of the Board. 

26. President and Treasurer of the Society. 

The members of the Board of Directors shall elect from among 
themselves, a president and a treasurer. 

27. Duties of President, Treasurer and Secretary. 

(1) Subject to such resolutions as the Board of Directors may 
from time to time pass, the several officers of the society shall have 
the powers mentioned below : — 

(a) the president shall have a general control over all the 
affairs of the society; 

(b) the secretary, who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-law, shall 
be responsible for the executive administration of the 
society subject to the control of the president, should the 
secretary require relief from work, it shall be competent 
for the president to grant relief, making suitable arrange¬ 
ments for the conduct of work by one or more of the mem¬ 
bers of the Board of Directors; 

(c) the secretary/president shall be the officer to sue or be 
sued on behalf of the society and all bonds in favour of the 
society shall be in the name of the secretary or president; 

(d) the treasurer shall have the custody of all the properties 
of the society including cash. 

28. Receipts for amounts received. 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary. or by any member of the office establishment whoever is 
selected by the Board of Directors to discharge this function. In the 
case of borrowings from non-members, or from other societies, the 
receipt or bond shall be executed by the secretary and at least two 
members of the Board of Directors of whom the president shall be 
one. 

29. Employees of the society. 

(1) The society shall not appoint any person as its paid officer 
or employee in any category of service, unless he possesses the quali¬ 
fications and furnishes the security as the Registrar may, from time 
to time, determine for such category of service in the society or 
for the class of societies to which it belongs. 

(2) The society shall not retain in service any paid officer or 
employee, if he does not acquire the qualification or furnish the 
security indicated in sub-clause (1) unless the Registrar relaxes 
the provisions of sub-clause (1) in his case. 
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30. Loans to whom can be made. 

Loans shall be granted only to members against the pledge of 
raw materials or finished products belonging to them. No member 
can, however, claim a loan as a matter of right. Applications for 
loans shall be disposed of by the Board of Directors. 

31. Conditions of loans. 

(1) Loans shall be made to members under bye-law 30 on the 
following conditions :— 

(i) Loans against pledge of raw materials and finished products 

may be up to.per cent of the value of the goods pledg¬ 

ed subject to the condition that no member shall be indebt¬ 
ed to the society for an amount exceeding Rs. without 

the permission of the Registrar. 

(ii) No loans shall be made until the raw materials or finished 
products are deposited in the godowns of the society. 

(iii) The produce pledged shall be insured against risk of burg¬ 
lary or fire at owner’s cost to the full market value. The 
insurance policy shall be in the joint names of the society 
and the cooperative central bank to which the society is 
affiliated and the period of insurance shall correspond to 
the period of the loans, including extension, if any. It shall 
be competent to the society to pay the insurance premia on 
behalf of the borrower and recover the amount from him. 

(iv) It shall be competent to the Board of Directors to require 
a borrower, at any time before the due date, to repay a por¬ 
tion of the loan advanced, or to pledge additional goods 
with the society for the loan outstanding within the time 
fixed, if in their opinion, there is a fall, or likely to be a fall 
in the market value of the goods pledged and that the se¬ 
curity is likely to prove inadequate for the loan. 

(v) Loans shall be ordinarily made for a period of three months. 
The Board may, however, for proper reasons, extend this 
period by another three months. 

(vi) Interest at.naye paise per rupee per month shall be 

charged on all advances. 

(vii) The society shall not be responsible for any damage or 
deterioration caused to the goods while in its custody, but 
it shall take all necessary precautions to store the goods in 
such a way as not to make them liable to damage or deterio¬ 
ration. 

(viii) It shall be competent to the society to appropriate the 
whole or any portion of the sale proceeds of the goods 
pledged towards any dues recoverable from the member in 
respect of a loan advanced or for any other liability. 

(ix) The members shall execute an agreement incorporating 
the above conditions and such other conditions as may be 
laid down by the Board: 






32. Society’s charge on member’s shares etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member, or a past 
or deceased member, in respect of any debt due to the society from 
such member or a past member or the estate of such deceased mem¬ 
ber; and the society may set off any sum credited or payable to a 
member or past or deceased member, or the estate of a deceased 
member, in, or towards, payment of any such debt. 

33. Disposal of net profits. 

(1) The society shall, out of its net profits in any year : — 

(a) transfer an amount not being less than twenty-five per cent 
to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar 
from time to time to the ‘Co-operative Education Fund’ con¬ 
stituted under rule 19 of the rules under the Act. 

(2) The balance of the net profits may be utilised for all or any 
of the following purposes, namely : — 

(a) payment of dividend to members on their paid-up capital at 
a rate not exceeding six per cent; 

(b) payment of bonus to members in proportion to the volume 
of business done by them with the society; 

(c) constitution of, or contribution to, one or more of the fol¬ 
lowing funds, namely : — 

(i) Bad Debt Fund. 

(ii) Depreciation Fund. 

(iii) Building Fund. 

(iv) Any other Fund approved by the General Body. 

(d) donations of amounts not exceeding seven and a half per 
cent of the net profits to a ‘Common Good Fund’ to be uti¬ 
lised for any of the purposes mentioned in section (2) of the 
Charitable Endowments Act, 1890; 

(e) payment to any member for any specific service rendered 

by him to the society, remuneration not exceeding. per 

cent; and 

(f) payment of bonus to employees of the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 

34. Losses when written off. 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is found 
otherwise irrecoverable either wholly or in part, it shall be open 
to the general body to write off such amount after obtaining the 
sanction of the Registrar and of the central co-operative bank to 
which the society is affiliated. 




35. Annual statements. 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar : — 

(a) a statement showing the receipts and disbursements for the 
year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other statements as may be specified by the Registrar. 

(2) These statements shall be made up to 30th June and a copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Registrar 
has verified the statements and granted his audit certificate, the 
society shall publish such of the statements as he may direct in the 
manner specified by him. 

36. List of members. 

The society shall prepare a list of its members, with their ad¬ 
dresses, as on the last day of each co-operative year. The list shall 
be kept open at the office of the society during office hours for 
inspection by any member of the society and it shall be the duty of 
the secretary to supply copies of the list to such of the members as 
desire to have them on payment of such fees as may be specified by 
the Board of Directors in this behalf. 

37. Use of premises. 

The society shall not use, or allow to be used, any premises used 
for its business, or any portion thereof, for any purpose other than 
such business or other co-operative activities. 

38. Interpretation of bye-laws. 

Should any doubt arise as to construction of the Act or the 
rules or any bye-law, the Board of Directors shall refer the same to 
the Registrar for advice and act according to his advice. 

39. Society to keep copy of Act, rules and bye-laws. 

The society shall keep a copy of the Co-operative Societies Act 
and of the rules governing the society and of its bye-laws open to 
inspection free of charge, at all reasonable times, at the registered 
address of the society. 
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MODEL BYE-LAWS FOE A CO-OPERATIVE CONSUMERS’ STORE 

LTD. 


1. Name, Address and Area of Operations 

(1) The . Co-operative Consumers’ Stores Ltd., No. 

. is registered as a Co-operative Society under the. 

Co-operative Societies Act. Its address shall be . 

(2) Its area of operations shall be confined to. 

2. Objects 

The objects of the store shall be — 

(a) to arrange for the purchase and sale to its members and 
other consumers, at reasonable rates all articles of consumption, 
other domestic requirements and necessaries of life bought by it or 
manufactured either by itself or in combination with other consu¬ 
mers’ stores; 

(b) to carry on, for the benefit of its members, the trade of gene¬ 
ral dealers and subject to the sanction of the Registrar, to establish 
and conduct, on co-operative principles, such other lines of work e.g., 
running of small processing or manufacturing units, as may from 
'time to time be resolved by the general meeting; 

(c) to provide for repairs and other services in respect of articles 
sold by the society to its members; 

(d) to encourage self-help thrift and co-operation among its 
members and to enable its members to deposit their savings; and 

(e) to do such other things as may be expedient for accomplish¬ 
ing, or incidental or conducive to the attainment of, all or any of 
the above objects of the store. 

3. Capital 

(1) The capital of the store shall be made up of.. ‘A’ class 

shares of Rs.each, which will be available only to indivi¬ 
duals above the age of eighteen years and. ‘B’ class shares 

of Rs. 11.each which may be allotted to institutions which 

are consumers of the commodities sold by the store, for example, 
hospitals, schools, hostels, etc. 

(2) Fifty per cent, of the value of A’ class shares shall be payable 
on allotment and the remainder in two equal half-yearly or annual 
instalments. Every such member shall, however, have the right to 
pay the full value of a share or shares on allotment. ‘B’ class shares 
shall be payable in full on allotment. 

(3) A share certificate bearing a distinctive number shall be 
issued for every share or shares allotted and fully paid-up. 

4. Liability of Members 

The liability of the members of the store, for meeting the deficit 
in the assets of the stores, in the event of its being wound up, shall 
be limited to the share capital subscribed by them. 

*9* 
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5. Application for Admission 

(1) Application for admission as members and for allotment of 
shares shall be made to the secretary in the form, if any, laid down 
by the store for the purpose. 

(2) Every such application shall be disposed of by the Board of 
Directors who shall have power to grant admission or to refuse it 
after recording reasons for such refusal, provided that any person 
whose application for admission has been refused by the Board, may 
appeal to the Registrar, and if the Registrar so directs, he shall be 
admitted as a member by the store on his paying the admission fee, 
if any, and on his purchasing at least one share. 

8. Membership 

\ 

(1) Any individual above the age of eighteen years who is com¬ 
petent to contract and resides within the area of operations of the 
store, referred to in bye-law No. 1 shall be eligible for admission as a 
member and shall be allotted ‘A’ class shares. 

(2) Any institution of the type referred to in bye-law No. 3 may 
be admitted as an ‘associate’ member and shall be allotted ‘B' class 
shares. 

(3) An ‘associate’ member shall not be entitled to vote in the 
affairs of the store. 

(4) No person shall be eligible for admission as a member of the 
stores if he has applied to be adjudicated an insolvent or is an un¬ 
discharged insolvent or has been sentenced for any offence other than 
an offence of a political character or an offence not involving moral 
turpitude, such sentence not having been reversed or the offence 
pardoned : 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence. 

(5) Any member of the store shall cease to be such if he incurs 
any of the disqualifications mentioned in clause (4) or changes his 
residence permanently from the area of operation of the stores. 

7. Restrictions on holding of shares 

(1) Every member shall purchase at least one share. No member 
shall hold more than such portion of the share capital as may exceed 

•one-fifth of the issued share capital or of the value of Rs. 

whichever is less. 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not to 
exceed the limit laid down in clause (1). 

8 Withdrawal or resignation from membership 

(1) No member shall be permitted to withdraw any of the shares 
held by him in the store or to resign his membership of the store 
within"one year from the date on which he was admitted as a 
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member. After such period, he may withdraw any of his shares with 
the consent of the Board of Directors or resign his membership pro¬ 
vided that, there are no debts due from him to the store. 

(2) When a member resigns his membership, he shall send a 
letter of resignation to the secretary of the store and such resignation 
shall take effect from the date on which the resignation is accepted 
by the Board. The value of the shares allowed to be withdrawn or 
the share capital of a member who has resigned his membership shall 
be paid back to him with the dividend declared, if any. The total 
share capital withdrawn or returned in any one year shall not, how¬ 
ever, exceed ten per cent, of the aggregate paid up share capital of 
the store as it was on the 30th June preceding. This limit shall cover 
all refunds of share capital except those made under bye-laws 9, 10 
and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership for reasons 
mentioned in bye-law 6(5) the Board of Directors shall remove his 
name from the list of members and shall pay back within a reason¬ 
able period to such member the share capital actually paid by him 
with the dividend declared, if any, after deducting therefrom, the 
money, if any, due from him to the stores. 

10 Nomination of heir 

(1) If a member dies, his membership shall ipso facto cease. 

(2) (a) Every member of the store may nominate any person to 
succeed, in the event of his death, to his share or interest in the 
society. Such member may from time to time revoke or vary such 
nomination. Such nomination shall, in the event of his death, be 
given effect to by the Board of Directors provided : — 

(i) the nomination was signed by the deceased in the presence of 
at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the society 
kept for the purpose. 

(b) On the death of a member the society shall transfer the 
share or interest of the deceased member to his nominee, or if there 
is no such person nominated by the deceased member, to such person 
as may appear to the Board of Directors to be the heir or legal repre¬ 
sentative of the deceased member; 

Provided that such nominee, heir or legal representative shall 
have been admitted by the Board of Directors as a member of the 
store; provided further that nothing in this bye-law shall prevent a 
minor or a person of unsound mind from acquiring by inheritance 
or otherwise the share or interest of a deceased member in the store. 

(c) If the nominee, heir or legal representative is not admitted 
by the Board of Directors to the membership of the store or if such 
nominee, heir or legal representatives so requires, the store shall pay 
to him the value of the share or interest of the deceased member 
ascertained in these manner prescribed in the rules. 
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(d) Subject as aforesaid, the store may pay all other moneys due 
to the deceased member from the store to the person nominated by 
him in accordance with clause (2) (a) of this bye-law or to such per¬ 
son as may appear to the Board of Directors to be the heir or legal 
representative of the deceased member, as the case may be. 

11. Expulsion of a member 

(1) If a member deceives the store in any way or if his general 
conduct is such as to render his removal necessary in the interests 
of the store, it shall be open to the general body to expel such mem¬ 
ber provided he is given a reasonable opportunity of being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two months 
from the date of such decision. The order of the Registrar on the 
appeal shall be binding on both the store as well as the person 
aggrieved by the decision of the stores. 

(3) A person who has ceased to be a member shall be paid all 
moneys due to him from the store after deducting therefrom any 
money due from him to the store and he shall be liable as provided 
in bye-law 4 for the debts due by the store as they stood on the date 
of cessation of membership for a period of two years from such date. 

12. Deposits 

(1) Deposits may, at the discretion of the Board of Directors, be 
received from members or non-members. Provided that deposits 
from members shall be given preference to deposits from non-mem¬ 
bers. 

(2) A member may make a trade or purchase deposit with the 

store in order to avoid paying cash every time a purchase is made' 
from the store. The deposit will not be made for a specific period 
and will not be allowed to be withdrawn in cash, unless the depositor 
ceases to be a member of the store. Whenever a member purchases 
goods from the stores, the cost thereof shall be debited against his 
trade deposits. Every member making trade deposit will be supplied 
with a pass-book and counterfoil indent free of cost. A depositor, 
who, wishes to buy goods against his trade deposit, shall send, along 
with the pass-book, a requisition in the form of an indent book sup¬ 
plied for the purpose. No other requisition will be recognised. The 
pass-book will, after issue of the articles, be returned with the cost 
of the purchases made, noted in it along with the indent book. Inte¬ 
rest shall be paid on the trade deposit at . per cent, per annum 

on lowest balance on any day in a calendar month. Interest will 
be calculated and added only on the last day of each co-operative 
year. If any account is closed in the course of the year, interest 
accrued up to that date will be paid along with the outstanding 
amount. 

13. Other borrowings 

It shall be competent for the Board of Directors to borrow funds 
otherwise than by way of deposits either from members of from per¬ 
sons other than members, or from co-operative financing banks pro¬ 
vided that the rate of interest shall not, in any case, exceed . 

per cent. 
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14. Maximum borrowing limit 

The store shall not receive deposits and loans, from members 
and non-members together, in excess of eight times the paid-up share 
capital plus the reserve fund or of any lower limit fixed by the 
Registrar. 

15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the stores who are qualified to vote at general body 
meetings and shall bring such list up to date within a fortnight 
before each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of such 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this behalf. 

(3) No member shall be admitted during the fifteen days preced¬ 
ing the date fixed for any general body meeting of the store at which 
office bearers are to be elected. 

16. Meetings of the general body 

(1) The Board of Directors shall call at least once a year an 
annual general meeting of the general body of the Store. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the stores for the conduct of business and shall 
call such a meeting within one month of the receipt of a requisition 
in writing from one-fifth or more members, or from the Registrar of 
Co-operative Societies. 

(3) The quorum for a general body meeting shall be . or 

one-fourth of the total number of members on the list at the time, 
whichever is less. 

17. Notice of the Meetings of General Body 

(1) . day’s notice shall ordinarily be given to members 

before a meeting of the general body is convened. 

(2) Notice for a general meeting may be given to members in 
one or more of the following modes : — 

(i) By affixing a copy of the notice for the meeting in some cons¬ 
picuous place in the area of operations of the store and in the office 
of the stores; 

(ii) by circulation of the notice book and getting signatures of 
members in it or by sending the notice by post under certificate of 
posting. 

(3) In the case of amendments of bye-laws, notice shall be sent 
to each of the members in due time, either by circulation or other¬ 
wise and such notice shall give the members a reasonably clear idea 
of the nature of amendments proposed. 

(4) If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 
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18. Conduct of general meetings 

(1) The president, when present, shall preside at the meetings of 
the general body. In his absence, the general body may choose a 
chairman from their number to preside at the meeting. Every mem¬ 
ber present shall have one and only one vote. All questions except 
those relating to amendment of bye-laws shall be decided by a majo¬ 
rity of votes of the members present and voting. When votes are 
equal, the chairman of the meeting shall have a second or casting 
vote. 

Every amendment of the bye-laws shall be made only by a resolu¬ 
tion passed by a two-thirds majority of the members present and 
voting at a meeting of the general body of the store. 

19. Powers of the general body 

(1) The ultimate authority in all matters relating to the adminis¬ 
tration of the stores shall be the general body. 

(2) The general body shall not, however, interfere with the 
actions of the Board of Directors performed in the exercise of powers 
conferred on them by the bye-laws. 

(3) The following, among other matters, shall be dealt with by 
the general body : — 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the members of the Board of 
Directors; 

(iii) the election and removal of the members of the supervisory 
committee; 

(iv) the approval of the annual budget of income and expendi¬ 
ture; 

(v) the annual report due to the Registrar; 

(vi) the Registrar’s or the auditors audit notes; 

(vii) the amendment of bye-laws; 

(viii) disposal of net profits; and 

(ix) the expulsion of a member. 

20. Management: Board of Directors 

(1) Subject to such resolutions as the general body may, from 

time to time, pass, the executive management of the affairs of the 
store shall vest in the Board of Directors consisting of . mem¬ 

bers elected in the general meeting. The Board shall remain in office 
for a period of . 

(2) The services of the members of the Board shall be gratuitous 
except as provided for in bye-law 32. 

21. Qualifications and disqualifications of membership of Board 

(1) No member shall be eligible for election to the Board of Diree • 
tors of the store, if he— 

(a) is a paid employee of the store or the financing bank; or 
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(b) is in default to the store in respect of the payment of the 
value of articles purchased by him; 

(c) is interested directly or indirectly in any contract made with 
the stores or in any sale or purchase made by the store privately or 
in any auction or in any contract or transaction of the store (other 
than investment and borrowing) involving financial interests, if the 
contract or transaction be subsisting or if the contract, transaction, 
sale or purchase be not completed. 

(2) A member of the Board of Directors of the store shall cease 
to hold his office as such, if he incurs any of the disqualifications 
mentioned in clause (1) above.^ 

22. Term of office of the Board Members 

(1) Each member of the Board shall continue in office, after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re-elec¬ 
tion. 


(2) It shall be competent to the general body to remove at any 
time any member elected by them to the Board and elect another in 
his place. 

(3) Any member of the Board of Directors may at any time, re¬ 
sign from his office by sending a letter of resignation to the secretary 
of the store, but such resignation shall take effect only from the date 
on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board, without its permission, 
he shall cease to be a member. 

(5) Interim vacancies of the members on the Board of Directors, 
shall be filled in by co-option by the Board. 

23. Powers of Board of Directors 

Amongst other things, the powers of the Board shall be— 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the store, in the form of deposits and loans on such terms 
and conditions as they may determine; 

(ii) to sanction investment of the funds of the store; 

(iii) to admit members and allot shares and to approve transfer 
of shares; 

(iv) to make arrangements to examine the Stock Register; to 
weigh or measure the stocks received and sanction the purchase of 
required articles; to see that the quality of all articles in stock is 
good; to fix the selling price of all articles in the shop; to increase 
or reduce the selling price of any articles; to satisfy themselves that 
all goods in the shop are brought as cheaply as possible; to see that 
all prices are clearly marked on the stock; to note whether any arti¬ 
cles in stock are deteriorating in quality and to reduce the price 
accordingly; 

(v) to arrange to examine and check the accounts, especially by 
comparing the Stock Register, the Sales Books and the Cash Book; 



(vi) to test the scales, weights and measures, and to ascertain 
that there is no adulteration; 

(vii) to maintain such accounts and registers as are specified hy 
the Registrar from time to time; 

(viii) to place before the general body meeting of the members 
the Registrar’s notes and audit and inspection; 

(ix) to prepare the annual budget of the store and to recommend 
the same to the general body for its approval; 

(x) to incur such expenditure as may be necessary for the 
maangement of the store with reference to the scale and within the 
budget allotment sanctioned by the general body for each year; 

(xi) to appoint any ad hoc Committee or Committees for carry¬ 
ing out any specific function relating to the business of the store; 

(xii) to frame regulations (which will be entered in the minute 
book of the store) for the conduct of the business of the stores con¬ 
sistent with the Act, the Rules under the Act and these bye-laws; 
subject to the approval of the Registrar; 

(xiii) to regulate, from time to time, within the limits of the bud¬ 
get sanctioned, the strength of the stores’ staff and their salaries and 
allowances; and 

(xiv) to do such other acts and transact such other business as is 
consistent with the objects of the stores or as may be incidental to 
its administration. 

24. Meeting of the Board 

The Board of Directors shall meet once in three months, or 
oftener if necessary, to conduct the affairs of the stores. The quorum 

for a meeting of the Board shall be . All questions before 

the Board shall be decided by a majority of votes. If there is an 
equality of votes, the president or other presiding member shall have 
a second or casting vote. No member of the Board shall be present 
at a meeting of the Board when any matter in which he is personally 
interested is being discussed. In case of urgency where there may 
not be sufficient time to convene a meeting of the Board, the secre¬ 
tary may obtain the orders of the Board by circulation of papers 
among the members. Such decisions arrived at by circulation shall 
be placed before the next meeting of the Board for their informa¬ 
tion. Should a difference of opinion arise in the course of such circu¬ 
lation, the matter shall not be decided by circulation but shall be 
placed before the next meeting of the Board. 

25. President and Treasurer 

The members of the Board of Directors shall elect, from among 
themselves, a President and a Treasurer. 

26. Duties of President, Treasurer and Secretary 

(1) Subject to such resolutions as the Board of Directors may, 
from time to time, pass, the several officers of the store shall have 
the powers mentioned below :—• 

(a) the president shall have a general control over all the affairs 
of the stores; 
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(b) the secretary, who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-law, shall be respon¬ 
sible for the executive administration of the stores subject to the 
control of the president; 

(c) the secretary/president shall be the officer to sue or be sued 
on behalf of the store; 

(d) the treasurer shall have the custody of all the properties of 
the store including cash. The Board of Directors shall frame regu¬ 
lations with the approval of the Registrar for ensuring the safety of 
the properties left in the custody of the treasurer. 

(2) The method of recruitment, the conditions of service and the 
authority competent to fix, revise and regulate the scales of pay and 
allowances of paid officers and servants of the Stores and the proce¬ 
dure to be followed in the disposal of disciplinary cases against them 
shall be governed by the special bye-laws in Appendix I to these bye¬ 
laws. (Same as Appendix II of the bye-laws of largesized credit 
societies). 

27, Receipts for amounts received 

Receipts shall be issued for all moneys paid to the stores. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary or any member of the office establishment whoever is selected 
by the Board of Directors to discharge this function. In the case of 
borrowings from non-members or from other societies the receipt or 
bond shall be executed by the secretary and at least two members 
of the Board of Directors of whom the president shall be one. 

28 The Supervisory Committee 

(1) The general body of the store shall elect annually a super¬ 
visory committee consisting of three members whose duty it will be 
to examine all books of account and to verify cash and other proper¬ 
ties belonging to the society, for which purpose the committee will 
have access at any time to all the books, accounts, documents, papers, 
securities, cash and other properties belonging to, or in the custody 
of, the store. 

(2) The supervisory committee shall meet at least once a month 
and shall submit at the end of the year a report to the general body 
of the society on the financial position and working of the society. 

(3) It shall be competent for the supervisory committee to make 
such suggestions as they deem fit for the improvement in the work¬ 
ing of the store. 

29. Employees of the store 

(1) No person shall be appointed as a paid officer or employee 
in any category of service in the store without obtaining from him 
security in such form and according to such standard as may be laid 
down by the Registrar from time to time. 

(2) No paid officer or servant shall be retained in any category 
of service in the store if he does not acquire the qualifications or 
furnish the security so laid down within such time as the Registrar 
may direct. 
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30. Trade 

(1) The store shall carry on such retain trade as may from time 
to time be decided upon by the Board of Directors. It may open 
depots at one or more centres as may from time to time be decided 
upon by the Board of Directors. 

(2) All sales shall be for cash only, except as otherwise provided 
under bye-law 12(2). 

(3) The Board of Directors shall make regulations regarding the 
retail trade with the members or non-members. 

31. Store’s charge on member’s shares, etc. 

The store shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member or a past 
or deceased member in respect of any sum due to the society from 
such member or past member or the estate of such deceased member 
or past or deceased member or the estate of a deceased member in 
or towards payment of any sum. 

32. Disposal of net profits 

(1) The society shall, out of its net profits in any year.— 

(a) transfer an amount not being less than twenty-five per cent, 
of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar from 
time to time, to the Co-operative Education Fund constituted 
under rule 19 of the Rules under the Act. 

(2) The balance of the net profits may be utilized for all or any 
of the following purposes, namely,-— 

(a) payment of dividend to members on their paid up capital at 
a rate not exceeding six per cent. 

(b) payment of bonus to members in proportion to the total pur¬ 
chases made by each during the year from the store; 

(c) constitution of, or contribution to one or more of the follow¬ 
ing funds, namely— 

(i) Price Fluctuation Fund 

(ii) Building Fund 

(iii) Any other Fund that may be approved by the general 
body; 

(d) donations of amounts not exceeding seven and a half per 
cent, of the net profits to a common good fund to be utilized 
for any of the purposes, mentioned in section 2 of the Charit¬ 
able Endowment Act, 1890; 

(e) payment to any member for any specific service rendered by 

him to the society, remuneration not exceeding . per 

cent; and 

(f) payment of bonus to the employees of the society to the ex¬ 
tent and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 
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33. Unclaimed amounts to be carried to Reserve Fund 

Any amount due by the society and not claimed within the 
period of limitation allowed by the Indian Limitation Act, shall be 
added to the reserve fund of the store. 

34. Losses when written off 

If any sum belonging to the store is either stolen or otherwise 
lost and found irrecoverable, or if any sum due to the society is 
found otherwise irrecoverable either wholly or in part, it shall be 
open to the general body to write off such amount after obtaining 
the sanction of the Registrar and of the Central Co-operative Bank 
to which the store is affiliated. 

35. Annual Statements 

(1) The store shall prepare annually in such form as may be spe¬ 
cified by the Registrar— 

(a) a statement showing the receipts and disbursements for the 
year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other statements as may be required by the Registrar. 

(2) These statements shall be made up to 30th June, and a copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Registrar 
or the auditor authorized by him has verified the statements and 
granted his audit certificate, the store shall publish such of the state¬ 
ments as he may direct in the manner specified by him. 

36. List of Members 

The store shall prepare a list of its members, with their addresses, 
as on the last day of each co-operative year. The list shall be kept 
open at the office of the stores during office hours for inspection by 
pny member of the store and it shall be the duty of the secretary 
to supply copies of the list to such of the members as desire to have 
them on payment of such fees as may be determined by the Board 
of Directors in this behalf. 

37. Use of premises 

The store shall not use, or allow to be used, any premises used 
for its business or portion thereof for any purpose other than such 
business or other co-operative activities. 

38. Interpretation of bye-laws 

Should any doubt arise as to construction of the Act or any bye¬ 
law, the Board of Directors shall refer the same to the Registrar for 
advice and act according to his advice. 
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39. Stores to keep copy of Act, rules and bye-laws 

The store shall keep a copy of the Co-operative Societies Act and 
of the Rules governing the store and of its bye-laws open to inspection 
free of charge at all reasonable times at the registered address of the 
stores. 
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MODEL BYE-LAWS FOR A CO-OPERATIVE LABOUR CONTRACT 

SOCIETY, LIMITED 

1. Name, Address and Area of operation 

(1) The. Co-operative Labour Contract Society 

Ltd., No. is registered as a co-operative society under 

the. Co-operative Societies Act,. Its address shall be 


(2) Its area of operations shall be confined to the limits of 


2. Objects 

The objects of the society shall be to promote the economic inte¬ 
rest of manual labourers, skilled or otherwise and for that pur¬ 
pose : — 

(1) to find suitable and profitable employment for them by obtain¬ 
ing contracts for execution of public or private work by the offer of 
tenders or otherwise; 

(2) to undertake to do job work, and to organize work in such a 
way as to avoid unemployment amongst the members; 

(3) to purchase or hire tools, equipment and machinery for carry¬ 
ing out the above objects; 

(4) to improve the efficiency and skill of members by imparting 
training to members in masonry, carpentry and other ancillary pro¬ 
fessions; 

(5) to act as agents for the joint purchase of domestic and other 
requirements of members; 

(6) to encourage thrift, self-help, and co-operation generally 
among the members; and 

(7) to undertake such other activities as are conducive and inci¬ 
dental to the objects of the society. 

3. Capital 

(1) The capital of the society shall be made up of. ‘A’ 

class shares of Rs.each which may be allotted to skilled 

and unskilled labourers above the age of eighteen and. ‘B’ 

class shares of Rs.each which may be allotted to 

individuals above the age of eighteen who sympathise with the ob¬ 
jects of the society and. ‘C’ class shares of Rs. 

each to persons below the age of eighteen but not below the age of 
twelve; 

(2) 50% of the value of ‘A’ class shares shall be payable on allot¬ 
ment and the remainder in such instalments as may be fixed by the 
Board of Directors. Every member will, however, have the right to 
pay the full value of his share on allotment; 

(3) ‘B’ and ‘C’ class shares shall be fully paid-up on allotment; 
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(4) The society shall retire ‘B’ class shares within a period of five 
years unless the general body of the society otherwise determines; 
and 

(5) A share certificate bearing a distinctive number shall be issued 
for every share or shares allotted and fully paid-up. 

4. Liability of members 

The liability of members of the society, for meeting the deficit 
in the assets of the society in the event of its being wound up, shall 
be limited to the subscribed capital. 

5. Application for admission 

(1) Applications for admission as members and for allotment of 
shares shall be made to the secretary in the form, if and, laid down 
by the society for the purpose; and 

(2) Every such application shall be disposed of by the Board of 
Directors who shall have power to grant admission or to refuse it 
after recording reasons for such refusal, provided that any skilled or 
unskilled labourer whose application for admission has been refused 
by the Board may appeal to the Registrar, and if the Registrar so 
directs, he shall be admitted as a member by the society on his pay¬ 
ing the admission fee, if any, and on his purchasing at least one ‘A’ 
class share. 

6. Membership 

(1) Any skilled or unskilled labourer above the age of eighteen 
who is competent to contract and resides within the area of opera¬ 
tions of the society referred to in bye-law 1 shall be eligible for admis¬ 
sion as a member and shall’ be allotted ‘A’ class shares; 

(2) Any individual above the age of eighteen who is competent 
to contract, resides within the area of operations of the society men¬ 
tioned in bye-law 1 and sympathises with its objects may also be ad¬ 
mitted as a member and allotted ‘B’ class shares provided that the 
number of such members shall, at no time, exceed five per cent, of 
the total number of members; 

(3) Any person below the age of eighteen, but not below the age 
of twelve, who resides within the area of operations mentioned in 
bye-law 1 may be admitted as an ‘associate’ member and allotted ‘C’ 
class shares. The admission of ‘associate’ members shall be for the 
purpose of giving them training in the works executed by the society. 
An ‘associate’ member shall have no right to vote in the affairs of 
the society and shall not be liable for any debts of the society; 

(4) No person shall be eligible for admission as a member of the 
society if he has applied to be adjudicated an insolvent or is an un¬ 
discharged insolvent or has been sentenced for any offence other 
than an offence of a political character or an offence not involving 
moral turpitude, such sentence not having been reversed or the 
offence pardoned; 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence; and 
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(5) Any member of the society shall cease to be such if he in¬ 
curs any of the disqualifications mentioned in clause (2) or changes 
his residence permanently from the area of operation of the society, 

7. Restrictions on holding of shares 

(1) Every member shall purchase at least one share of the appro¬ 

priate class. No member shall hold more than such portion of the 
share capital as may exceed one-fifth of the issued share capital or 
of the value of Rs.whichever is less; and 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not to 
exceed the limit laid down in clause (1). 

8 . Withdrawal or resignation from membership. 

(1) No member shall be permitted to withdraw any of the shares 
held by him in the society or to resign his membership of the society 
within one year from the date on which he was admitted as a member, 
After such period he may withdraw any of his shares with the con¬ 
sent of the Board of Directors or resign his membership provided, 
firstly, that there are no debts due from him to the society and, se¬ 
condly, that there are no debts due to the society in regard to which, 
he has stood surety; and 

(2) When a member resigns his membership he shall send a letter 
of resignation to the secretary of the society and such resignation 
shall take effect from the date on which the resignation is accepted 
by the Board. The value of the shares allowed to be withdrawn or 
the share capital of a member who has resigned his membership 
shall be paid back to him with the dividend declared, if any. The 
total share capital withdrawn or returned in any one year shall not, 
however, exceed ten per cent, of the aggregate paid-up share capital 
of the society as it was on the 30th June preceding. This limit shall 
cover all refunds of share capital except those made under bye-laws 

9. 10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either on 
account of the change of his residence permanently from the limits 
laid down in bye-law 1 or for any other reason mentioned in bye-law 
6(5) the Board of Directors shall remove his name from the list of 
members and shall pay back within a reasonable period to such mem¬ 
ber the share capital actually paid by him with the dividend declared 
if any, after deducting therefrom the money, if any, due from him 
to the society either as principal debtor or as surety. 

10. Nomination of heir 

(1) If a member dies, his membership shall ipso facto cease. 

(2) (a) Every member of the society may nominate any person 
to succeed, in the event of his death, to his share or interest in the 
society. Such member may from time to time revoke or vary such 
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nomination. Such nomination shall, in the event of his death, be 
given effect to by the Board of Directors provided : — 

(i) the nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the society 
kept for the purpose. 

(b) On the death of a member, the society shall transfer the share 
or interest of the deceased member to his nominee, or if there is no 
such person nominated by the deceased member, to such person as 
may appear to the Board of Directors to be the heir or legal represen¬ 
tative of the deceased member; provided that such nominee, heir or 
legal representative shall have been admitted by the Board of 
Directors as a member of the society; provided further that nothing 
in this bye-law shall prevent a minor or a person of unsound mind 
from acquiring by inheritance or otherwise the share or interest of a 
deceased member in the society. 

(c) If the nominee, heir or legal representative is not admitted 
by the Board of Directors to the membership of the society or if such 
nominee, heir or legal representative so requires, the society shall 
pay to him the value of the share or interest of the deceased member 
ascertained in the manner prescribed in the rules. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nominated 
by him in accordance with clause (2) (a) of this bye-law or to such 
person as may appear to the Board of Directors to be the heir or legal 
representative of the deceased member, as the case may be. 

11. Expulsion of a member 

(1) If a member deceives the society in any way or refuses to 
work when called upon to do so by the society or if his general con¬ 
duct is such as to render his removal necessary in the interests of the 
society, it shall be open to the general body to expel such member 
provided, he is given a reasonable opportunity of being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two months 
from the date of such decision. The order of the Registrar on the 
appeal shall be binding on both the society as well as the person 
aggrieved by the decision of the society. 

(3) A person who has ceased to be a member shall be paid all 
moneys due to him from the society, after deducting therefrom any 
money due from him to the society and he shall be liable as provided 
in bye-law 4 for the debts due by the society as they stood on the date 
of cessation of membership for a period of two years from such date. 

12. Deposits 

(1) Fixed deposits may, at the discretion of the Board of Direc¬ 
tors, be received from members or non-members on such terms and 
conditions as may be decided from time to time by the Board; 

Provided that deposits from members shall be given preference 
to deposits from non-members. 
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(2) It shall be competent for the society to collect subscriptions 

from members in any one of the following ways, as may be decided 
by the general meeting by making a deduction at,. 

(i) .naye paise per rupee of remuneration payable 

to the members; 

(ii) .% of the bonus payable to the members; 

(3) The amount of subscription collected from a member when 
equal to the value of an ‘A’ class share will be converted into such 
share until the total number of shares held by a member amounts to 
.shares. 

13. Other borrowings 

It shall be competent for the Board of Directors to borrow funds 
otherwise than by way of deposits either from members or from 
persons other than members, or from the co-operative financing 
banks, provided that the rate of interest shall not, in any case, ex¬ 
ceed.per cent, per annum. 

14. Maximum borrowing limit 

The society shall not receive deposits and loans from members 
and non-members together in excess of eight times the paid-up share 
capital plus the reserve fund or of any lower limit fixed by the Regis¬ 
trar. 

Provided that this maximum limit may be exceeded in respect of 
loans granted on the security of bills accepted by Government De¬ 
partments and public bodies whose works have been executed by 
the society. 

15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society who are qualified to vote at general body 
meetings and shall bring such list up to date within a fortnight be¬ 
fore each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of such 
list to such of the members as desired to have them, on payment of 
such fees as may be specified by the Board of Directors in this behalf. 

(3) No member shall be admitted during the fifteen days preced¬ 
ing the date fixed for any general body meeting of the society at 
which office bearers are to be elected. 

16. Meetings of the general body 

(1) The Board of Directors shall call at least once a year an an¬ 
nual general meeting of the general body of the society consisting of 
all ‘A’ and ‘B’ class members. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the society for the conduct of business and shall 
call such a meeting within one month of the receipt of a requisition 
in writing from one-fifth or more members or from the Registrar of 
Co-operative Societies. 
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(3) The quorum for a general body meeting shall be .■ or 

one-fourth of the total number of members on the list at the time 
whichever is less. 

17. Notice of the Meetings of the general body 

(1) .days’ notice shall ordinarily be given to members 

before a meeting of the general body is convened. 

(2) Notice for a general meeting may be given to members in one 
or more of the following modes : — 

(i) by affixing a copy of the notice for the meeting in some cons¬ 

picuous place in the area of operations of the society and in 
the office of the society ; 

(ii) by circulation of the notice book and getting signatures of 
members in it; or 

(iii) by sending the notice by post under certificate of posting. 

(3) In the case of amendments to bye-laws, notice shall be sent 
to each of the members in due time, either by circulation or other¬ 
wise and such notice shall give the members a reasonably clear idea 
of the nature of amendments proposed. 

(4) If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 

18. Conduct of general meetings 

(1) The president, when present, shall preside at the meetings of 
the general body. In his absence, the general body may choose a 
chairman from their number to preside at the meeting. Every mem¬ 
ber present shall have one and only one vote. All questions except 
those relating to amendment of bye-laws shall be decided by a majo¬ 
rity of votes of the members present and voting. When votes are 
equal, the chairman of the meeting shall have a second or casting 
vote. 

(2) Every amendment of the bye-laws of the society shall be made 
only by a resolution passed by a two-thirds majority of the members 
present and voting at a meeting of the general body of the society. 

19. Powers of the general body 

(1) The ultimate authority in all matters relating to the adminis¬ 
tration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the ac¬ 
tions of the Board of Directors performed in the exercise of powers 
conferred on them by the bye-laws. 

(3) The following, among other matters, shall be dealt with by 
the general body : — 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the members of the Board of 
Directors; 

(iii) the election and removal of the members of the supervisory 
committee; 
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(iv) the approval of the annual budget of income and expendi¬ 
ture; 

(v) the annual report due to the Registrar; 

(vil the Registrar’s or the auditor’ saudit notes; 

(vii) the amendment of bye-laws; 

(viii) disposal of net profits; and 

(ix) the expulsion of a member. 

20. Management: Board of Directors 

(1) Subject to such resolutions as the general body may, from 
time to time, pass, the executive management of the affairs of the 

society shall vest in the Board of Directors consisting of . 

members. The Board shall remain in office for a period of . 

(2) The services of the members of the Board shall be gratuitous 
except as provided for in bye-law 35. 

21. Qualification and disqualifications of membership of Board 

(1) No member shall be eligible for election to the Board of 
Directors of the society, if he is interested directly or indirectly in 
any contract made with the society or in any sale or purchase made 
by the society privately or in any auction or in any contract or trans¬ 
action of the" society (other than investment and borrowing) involv¬ 
ing financial interests, if the contract or transaction be subsisting or 
if the contract, transaction, sale or purchase be not completed. 

(2) A member oi' the Board of Directors of the society shall cease 
to hold his office as such, if he incurs any of the disqualifications men¬ 
tioned in clause (1) above. 

22. Term office of the Board Members 

(1) Each member of the Board shall continue in office, after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re-elec¬ 
tion. 

(2) It shall be competent to the general body to remove at any 
time any member elected by them to the Board and elect another in 
his place. 

(3) Any member of the Board of Directors may at any time re¬ 
sign from his office by sending a letter of resignation to the secre¬ 
tary of the society, but such resignation shall take effect only from, 
the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission, 
he shall cease to be a member. 

(5) Interim vacancies of the members on the Board of Directors 
shall be filled in by co-option by the Board. 
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23. Powers of Board of Directors 

Amongst other things, the powers of the Board shall be— 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans on such 
terms and conditions as they may determine; 

(ii) to sanction investment of the funds of the society; 

(iii) to admit members and allot shares and to approve transfer 
of shares; 

(iv) to maintain such accounts and registers as are specified by 
the Registrar from time to time; 

(v) to place before the general body meeting of the members the 
Registrar’s or the auditor’s notes of audit and inspection; 

(vi) to prepare the annual budget of the society and to recom¬ 
mend the same to the general body for its approval; 

(vii) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and within 
the budget allotment sanctioned by the general body for each year: 

(viii) to appoint an ad hoc committee or committees for carrying 
out any specific function relating to the business of the society; 

(ix) to frame regulations for the conduct of the business of the 
society consistent with the Act, the rules under the Act and these 
bye-laws, subject to the approval of the Registrar. Such regulations 
shall be entered in the minute book of the society; 

(x) to enter into contracts for execution of public or private works 
by piece or job work system and to get the work executed with the 
help of members; 

(xi) to decide upon the programme of the execution of work 
undertaken or contracted by the society and for that purpose to 
purchase such raw materials, building materials, etc. and to purchase 
or hire tools, machinery and equipment; 

(xii) to fix the scale of remuneration to be paid to every member 
working in the undertakings of the society; 

(xiii) to enter into contract with other labour contract societies 
for carrying out or expediting or facilitating the work entrusted to 
the society; 

(xiv) to purchase, hire or take on lease or otherwise, tools, 
machines, implements, vehicles or other stores required for executing 
the work undertaken by the society; 

(xv) to purchase domestic and other requirements of members; 

(xvi) to establish workshops for the repairs of tools, machinery or 
implements, etc. ; 

(xvii) to make arrangements for the training of members the 
efficient discharge of their duties; 

(xviii) to take suitable steps to improve the skill and efficiency 
of members; 
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(xix) to regulate from time to time, within the limits of the bud¬ 
get sanctioned, the strength of the society’s staff and their salaries 
and allowances; and 

(xx) to do such other acts and transact such other business as is 
consistent with the objects of the society and as may be incidental 
to the administration of the society. 

24. Meetings of the Board 

The Board of Directors shall meet once in three months or 
oftener if necessary to conduct the affairs of the society. The quo¬ 
rum for a meeting of the Board shall be.All questions before the 

Board shall be decided by a majority of votes. If there is an equa¬ 
lity of votes, the president or other presiding member shall have a 
second or casting vote. No member of the Board shall be present 
at a meeting of the Board when any matter in which he is personally 
interested is being discussed. In case of urgency where there may 
not be sufficient time to convene a meeting of the Board, the secre¬ 
tary may obtain the orders of the Board by circulation of papers 
among the members. Such decisions arrived at by circulation shall 
be placed before the next meeting of the Board for their information. 
Should a difference of opinion arise in the course of such circulation, 
the matter shall not be decided by circulation, but shall be placed 
before the next meeting of the Board. 

25. President 

The members of the Board of Directors shall elect, from among 
themselves, a President. 

26. Duties of President, Treasurer and Secretary 

(1) Subject to such resolutions as the Board of Directors may 
from time to time pass, the several officers of the society shall have 
the powers mentioned below : — 

(a) the president shall have a general control over all the affairs 
of the society; 

(b) the secretary, who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-law, shall be 
responsible for the executive administration of the society 
subject to the control of the president; 

(c) the secretary/president shall be the officer to sue or be sued 
on behalf of the society; 

(d) the treasurer shall have the custody of all the properties of 
the society including cash. The Board of Directors shall 
frame regulations with the approval of the Registrar for en¬ 
suring the safety of the properties left in the custody of the 
treasurer. 

(2) The method of recruitment, the conditions of service and the 
authority competent to fix, revise and regulate the scales of pay and 
allowances of paid officers and servants of the society and the proce¬ 
dure to be followed in the disposal of disciplinary cases against them 
shall be governed by special bye-laws (as in Appendix II to these bye¬ 
laws of large sized primary thrift and credit society). 
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27. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary or any member of the office establishment whoever is selected 
by the Board of Directors to discharge this function. In the case 
of borrowings from non-members or from the co-operative financing 
banks the receipt or bond shall be executed by the secretary and 
at least two members of the Board of Directors of whom the president 
shall be one. 

28. Supervisory Committee 

(i) The general body of the society shall elect annually a super¬ 
visory committee consisting of three members whose duty it will be 
to examine all books of account and to verify cash and other proper¬ 
ties belonging to the society, for which purpose the committee will 
have access at any time to all the books, accounts, documents, papers, 
securities, cash and other properties belonging to or in the custody 
of the society. 

(ii) The supervisory committee shall meet at least once a month 
and shall submit at the end of the year a report to the general body 
of the society on the financial position and working of the society. 

(iii) It shall be competent for the supervisory committee to make 
such suggestions as they deem fit for the improvement in the work¬ 
ing of the society. 

29. Employees of the society 

(1) No person shall be appointed as a paid officer or employee in. 
any category of service in the society without obtaining from him 
security in such form and according to such standard as may be laid 
down by the Registrar from time to time for such category of service 
in the society or for the class of societies to which it belongs. 

(2) No paid officer or servant shall be retained in any category 
of service in the society if he does not acquire the qualifications or 
furnish the security so laid down within such time as the Registrar 
may direct. 

30. Execution of works 

(1) Board of Directors shall be competent to enter into contracts 
for the execution of public or private works or to undertake piece 
or job work on behalf of the society. These works shall be executed 
through or with the help of members. Work may be executed either 
by giving sub-contracts to groups of members or by employing them 
on payment of remuneration. 

(2) Any member of the society shall be free to work on his own 
account in any works not undertaken by the society, so long as his 
labour is not indented upon by the society. But every such member 
shall be expected to work for the society, he is called upon to do so 
and shall be liable to a fine upto a limit of Rs. 50, if he refuses to 
work such fine being recoverable from his share amount or unpaid 
remuneration or in any other manner. 
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(3) The society may supply tools, implements and machinery re¬ 
quired in the execution of works undertaken by it. A member to 
whom such tools, implements and machinery are supplied by the 
society shall be responsible for exercising due diligence and reason¬ 
able care in using them. If any damage is caused to the tools, im¬ 
plements and machinery so supplied, by the negligence of a member, 
the Board of Directors will be competent to assess the extent of the 
damage and recover the amount of the damage so assessed from any 

remuneration payable to the member. Interest at.naye paise 

per rupee per month on the amount outstanding will be charged and 
be recoverable in the same manner as the amount of the damages. 

31. Ready Money advances 

The Board of Directors shall be competent to make ready money 
advances to 'A’ class members or to groups of ‘A’ class members for 
carrying out work entrusted to them. Such advances shall be reco¬ 
verable from the remuneration or other sum payable to the members 
concerned. A member applying for a ready money advance shad 
produce one or more sureties from among the members. When an 
advance is given to a group of members, the whole group shall be 
jointly and severally responsible for the advance made. Interest 

shall be charged on such advances at a rate not exceeding.naye 

paise per rupee per mensem. 

32. Joint purchases 

The Board of Directors may purchase in wholesale, the domestic 
and other requirements of the members: but in making such pur¬ 
chases, it shall act only as the agent of the members and shall accept 
no liability for any loss occurring in the transaction. Purchases shall 
be made only to the extent of the requirements of those members, 
who are able to pay in cash. The Board of Directors may frame 
regulations for doing this business. 

33. Society’s charge on member’s shares etc., 

The society shall have a charge upon the paid up share capital, 
deposit and any other money to the credit of a member or a past or 
deceased member in respect of any debt due to the society from 
such member or past member or the estate of such deceased member 
and the society may, set off any sum credited or payable to a member 
or past or deceased member or the estate of a deceased member in 
or towards payment of any such debt. 

34. Disposal of net profits 

(1) The society shall, out of its net profits in any year,— 

(a) transfer an amount not being less than twenty-five per cent, 
of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar from 

time to time to the 'Co-operative Education Fund’ consti¬ 
tuted under rule 19 of the rules under the Act. 
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(2) The balance of the net profits may be utilised for all or any 
of the following purposes, namely : — 

(a) payment of dividend to members on their paid-up capital at 
a rate not exceeding six per cent; 

• (b) payment of bonus to members, subject to a maximum of 
thirty per cent, of the profits, in porportion to the remnuera- 
tion earned by each member during the course of the year 
or in proportion to the number of hours of work done by 
him in the works executed by the society; 

(c) contribution of, or contribution to one or more of the follow¬ 
ing funds, viz., 

1. Provident Fund. 

2. Un-employment Fund. 

3. Any other Fund approved by the general body. 

(d) donations of amounts not exceeding seven and a half per cent 
of the net profits to a ‘Common Good Fund’ to be utilised 
for any of the purposes mentioned in section (2) of the Chari¬ 
table. Endowments Act, 1890; 

(e) payment to any member for any specific service rendered by 

him to the society, remuneration not exceeding. per 

cent; and 

(f) payment of bonus to employees of the society to the extent 
and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 

35. Losses when written off. 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is 
found otherwise irrecoverable either wholly or in part, it shall be 
opened to the general body to write off such amount after obtaining 
the sanction of the Registrar. 

36. Provident and Unemployment Funds 

The society shall create and maintain provident and un-employ¬ 
ment funds for the benefit of members and make regulations in that 
behalf. 

37. Annual statements 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar— 

(a) a statement showing the receipts and disbursements for the 
year; 

(b) a profit and loss account; 

(c) a balance-sheet; and 

(d) such other statements as may be required by the Registrar. 
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(2) These statements shall be made up to 30th June and a copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Registrar 
has verified the statements and granted his audit certificate, the 
society shall publish such of the statements as he may direct in the 
manner specified by him. 

38. List of members 

The society shall prepare a list of its members, with their 
addresses, as on the last day of each co-operative year. The list shall 
be kept open at the office of the society during office hours for inspec¬ 
tion by any member of the society and it shall be the duty of the 
secretary to supply copies of the list to such of the' members as de¬ 
sired to have them on payment of such fees as may be laid down by 
the Board of Directors in this behalf. 

39. Use of premises 

The society shall not use, or allow to be used, any premises used 
for its business or portion thereof for any purpose other than such 
business or other co-operative activities. 

40. Interpretation of bye-laws 

Should any doubt arise as to construction of the Act or any bye¬ 
law, the Board of Directors shall refer the same to the Registrar for 
advice and act according to his advice. 

41. Society to keep copy of Act, Rules and Bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the Rule governing the society and of its bye-laws open to 
inspection free of charges, at all reasonable times at the registered 
address of the society. 
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MODEL BYE-LAWS FOR A CO-OPERATIVE HOUSE BUILDING 

SOCIETY 


1. Name, address and area of operations 

(1) The . Co-operative House Building Society Ltd., No. 

. is registered as a co-operative society under the . 

Co-operative Societies Act. Its address shall be . 


( 2 ) Its area of operations shall be confined to the limits of. 

2 . Objects 

The objects of the society shall be to provide its members with 
dwelling houses and for that purpose;— 

(a) to buy or acquire land by lease, exchange or otherwise; 

(b) to carry on, for the benefit of its members, the construction 
of building and of buying, hiring and developing land; 

(c) to hold, sell, exchange, mortgage, rent, lease, sublease, sur¬ 
render, accept surrender of, and otherwise dispose of land, 
houses, house sites, buildings and all other immovable or 
movable property, as may be necessary, for the carrying out 
of the objects of the society; 

(d) to give loans to members for construction of new dwelling 
houses, and to undertake the construction of houses on be¬ 
half of members; 

(e) to accept deposits or raise loans from members, non-members, 
co-operative or other financing agencies, or the State Gov¬ 
ernment; 

(f) to repair, alter or otherwise deal with buildings of its mem¬ 
bers; 

(g) to establish and carry on social, recreational and educational 
work for the benefit of its members; and 

(h) to do all things incidental or conducive to the attainment of 
all or any of the objects of the society. 

3. Capital 

(1) The capital of the society shall be . made up of . 

shares of Rs. each. 

( 2 ) Fifty per cent, of the value of a share shall be payable on 
allotment and the remainder in such instalments, as may be fixed by 
the Board of Directors. Every member will, however, have the right 
to pay the full value of his share on allotment. 

(3) A share certificate bearing a distinctive number shall be 
issued in respect of all shares allotted and fully paid-up. 
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4. Liability of members 

The liability of members of the society for meeting the deficit 
in the assets of the society, in the event of its being wound up, shall 
be limited to the capital subscribed by them. 

5. Application for admission 

(1) Applications for admission as members and for allotment of 
shares shall be made to the secretary in the form, if any, laid down 
by the society for the purpose. 

(2) Every such application shall be disposed of by the Board of 
Directors who shall have power to grant admission or to refuse if 
after recording reasons for such refusal, provided that any person 
whose application for admission has been refused by the Board may 
appeal to the Registrar, and if the Registrar so directs, he shall be 
admitted as a member by the society on his paying the admission 
fee, if any, and on his purchasing at least one share. 

C. Membership 

(1) Any person over 18 years of age who is competent to contract 
shall be eligible for admission as a member. No persop who is a 
member of another house building society working in the same area 
shall be admitted to the society. 

(2) A person may be admitted as a nominal member on payment 
of Re. 1 only for the purpose of joint holding of shares along with 
an ordinary member. A nominal member shall have no right to vote 
in the affairs of the society and shall not be entitled to any share in 
any form whatsoever, in the assets or profit of the society. 

(3) No person shall be eligible for admission as a member of the 
society if he has applied to be adjudicated as an insolvent or is an 
undischarged insolvent or has been sentenced or any offence other 
than an offence of a political character or an offence not involving 
moral turpitude, such sentence not having been reversed or the 
offence pardoned : 

Provided that this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence. 

(4) Any member of the society shall cease to be a member, if he 
incurs any of the disqualifications mentioned in clause (.2). 

7. Restrictions on holding of shares 

(1) Every member shall purchase at least one share. No member 
shall hold more than such portion of the share capital as may exceed 

one-fifth of the issued share capital or of the value of Rs. 

whichever is less. 

(2) With the sanction of the Board of Directors, a member may, at 
any time, increase the number of shares held by him so as not To 
exceed the limit laid down in clause (1). 
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8 . Withdrawal or resignation from membership 

(1) No member shall be permitted to withdraw in cash any share 
or shares held by him in the society or to resign his membership 
within two years from the date on which he was admitted as a mem¬ 
ber, provided, however, that a member may be permitted to with¬ 
draw or resign his membership in exceptional circumstances and 
with the approval of the Registrar earlier than two years but not 
earlier than one year from the date of his admission to membership. 
After such period, the Board of Directors may permit a member who 
has completely discharged his liabilities to the society to withdraw 
share capital entirely, provided, firstly, that there are no debts due 
from him to the society and, secondly, that there are no debts due to 
the society in regard to which he has stood surety. 

(2) When a member resigns his membership he shall send a letter 
of resignation to the secretary of the society and such resignation 
shall take effect from the date on which the resignation is accepted 
by the Board. The value of the shares allowed to be withdrawn or 
the share capital of a member who has resigned his membership 
shall be paid back to him with the dividend declared if any. The 
total share capital withdrawn or returned in any one year shall not, 
however, exceed ten per cent, of the aggregate paid-up share capital 
of the society as it was on the 30th June preceding. This limit shall 
cover all refunds of share capital except those made under bye-laws 
.9, 10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either on 
account of the change of his residence permanently from the limits 
laid down in bye-law 1 or for any other reason mentioned in bye-law 
6(3), the Board of Directors shall remove his name from the list of 
members and shall pay back within a reasonable period to such mem¬ 
ber the share capital actually paid by him with the dividend declar¬ 
ed, if any, after deducting therefrom the money, if any, due from 
him to the society either as principal debtor or as surety. 

10. Nomination of heir 

(1) If a member dies, his membership shall ipso facto cease. 

(2) (a) Every member of the society may nominate any person 
to succeed, in the event of his death, to his share or interest in the 
society. Such member may, from time to time, revoke or vary such 
nomination. Such nomination shall, in the event of his death, be given 
effect to by the Board of Directors provided : — 

(i) the. nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the so¬ 
ciety kept for the purpose; 

(b) On the death of a member, the society shall transfer the share 
or interest of the deceased member to his nominee, or if there is no 
such person nominated by the deceased member, to such person as 
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may appear to the Board of Directors to be the heir or legal repre¬ 
sentative of the deceased member; provided that such nominee, heir 
or legal representative shall have been admitted by the Board of 
Directors as a member of the society; provided further that nothing 
in this bye-law shall prevent a minor or a person of unsound mind 
from acquiring by inheritance or otherwise the share or interest of a 
deceased member in the society. 

(c) If the nominee, heir or legal representative is not admitted 
by the Board of Directors to the membership of the society or if such 
nominee, heir or legal representative so requires, the society shall 
pay to him the value of the share or interest of the deceased member 
ascertained in the manner prescribed in the Rules. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nominat¬ 
ed by him in accordance with clause (2) (a) of this bye-law or to such 
person as may appear to the Board of Directors to be the heir or legal 
representative of the deceased member, as the case may be. 

(e) If the nominee, heir or legal representative of the deceased 
member, is a minor or of unsound mind he shall be admitted as a 
member on his furnishing the society with a certificate of the 
cessation of his disability. 

11. Expulsion of a Member 

(1) If a member deceives the society in any way, or if his general 
conduct is such as to render his removal necessary in the interests 
of the society, it shall be open to the general body to expel such mem¬ 
ber provided, he is given an opportunity of being heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two months 
from the date of such decision. The order of the Registrar on the 
appeal shall be binding on both the society as well as the person 
aggrieved by the decision of the society. 

(3) A person who has ceased to be a member shall be paid all 
moneys due to him from the society, after deducting therefrom any 
money due from him to the society and he shall be liable as provid¬ 
ed in bye-law 4 for the debts due by the society as they stood on the 
date of cessation of membership for a period of two years from such 
date. 


12. Deposits 

Deposits may, at the discretion of the Board of Directors, be re¬ 
ceived from members or non-members; 

Provided that deposits from members shall be given preference 
to deposits from non-members. 

Provided further that when loans are taken from Government 
or a housing co-operation, the deposits taken shall be refunded. 
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13. Other Borrowings 

It shall be competent for the Board of Directors to borrow funds 
otherwise than by way of deposits either from members or from per¬ 
sons other than members, or from co-operative financing banks or 
from any other agency approved by the Registrar for the purpose, 
or from Government; provided that the rate of interest shall not, in 
any case, exceed . per cent, per annum. 

14. Maximum borrowing- limit 

The society shall not receive deposits and loans from members 
and non-members together in excess of eight times the paid-up share 
capital plus the reserve fund or of any lower limit fixed by the Re¬ 
gistrar. 

15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society who are qualified to vote at general body meet¬ 
ings and shall bring such list up to date within a fortnight before 
each meeting of the general body. 

(2) It shall be the duty of the secretary to supply copies of the 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this behalf. 

(3) No member shall be admitted during the fifteen days preced¬ 
ing the date fixed for any general body meeting of the society at 
which office bearers are to be elected. 

16 Meetings of the general body 

(1) The Board of Directors shall call at least once a year an An¬ 
nual General Meeting of the general body of the society. 

(2) The Board of Directors may also, at any time, call a special 
general meeting of the society for the conduct of business and shall 
call such a meeting within one month of the receipt of a requisition 
in writing from one-fifth or more members, or from the Registrar of 
Co-operative Societies. 

(3) The quorum for a general body meeting shall be . or one- 

fourth of the total number of members on the list at the time, which¬ 
ever is less. 

17. Notice of the meetings of general body 

(1) . days’ notice shall ordinarily be given to members 

before a meeting of the general body is convened. 

(2) Notice for a general meeting may be given to members in one 
or more of the following modes : — 

(i) by affixing a copy of the notice for the meeting in some cons¬ 

picuous place in the area of operations of the society and in 
the office of the society; 

(ii) by circulation of the notice book and getting signatures of 
members in it; or 

(iii) by sending the notice by post under certificate of posting. 
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(3) In the case of amendments to bye-laws, notice shall be sent to 
each of the members in due time, either by circulation or otherwise 
■and such notice shall give the members a reasonably clear idea of 
the nature of amendments proposed. 

(4) If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 

18. Conduct of general meetings 

(1) The president, when present, shall preside at the meetings of 
the general body. In his absence, the general body may choose a 
chairman from their number to preside at the meeting. Every mem¬ 
ber present shall have one and only one vote. All questions except 
those relating to amendments of bye-laws shall be decided by a majo¬ 
rity of votes of the members present and voting. When votes are 
equal, the chairman of the meeting shall have a second or casting 
vote. 

(2) Every amendment of the bye-laws shall be made only by a re¬ 
solution passed by a two-thirds majority of the members present and 
voting at a meeting of the general body of the society. 

19 . Powers of the general body 

(1) The ultimate authority in all matters relating to the adminis¬ 
tration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the ac¬ 
tions of the Board of Directors performed in the exercise of powers 
■conferred on them by the bye-laws. 

(3) The following among other matters, shall be dealt with by 
the general body : — 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the members of the Board of 
Directors; 

(iii) the approval of the annual budget of income and expendi¬ 
ture; 

(iv) the annual report due to the Registrar; 

(v) the Registrar’s or auditor’s audit notes; 

(vi) the amendment of bye-laws; 

(vii) disposal of net profits; and 
(viii) the expulsion of a member. 

20 . Management : Board of Directors 

(1) Subject to such resolutions as the general body may, from 
time to time, pass, the executive management of the affairs of the 

■society shall vest in the Board of Directors consisting of .. 

members. The Board shall remain in office for a period of . 

(2) The services of the members of the Board shall be gratuitous 
except as provided for in bye-law 49. 
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21. Qualifications and disqualifications of membership of Board 

(1) No person shall be eligible for appointment as a member of 
the Board of Directors of the society, if he— 

(a) is a paid employee of the society or the financing bank; or 

(b) is in defaui! to the society in respect of any loan or loans 
taken by him; 

(c) is interested directly or indirectly in any contract made with 
the society or in any sale or purchase made by the society 
privately or in any auction or in any contract or transaction 
of the society (other than investment and borrowing) involv¬ 
ing financial" interests, if the contract or transaction be sub¬ 
sisting or if the contract, transaction, sale or purchase be 
not completed. 

(2) A member of the Board of Directors of the society shall cease 
to hold his office as such, if he incurs any of the disqualifications men¬ 
tioned in clause (1) above. 

22 Term of office of the Board Members 

(1) Each member of the Board shall continue in office after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re-elec¬ 
tion. 

(2) It shall be competent to the general body to remove at any 
time any member elected by them to the Board and elect another in 
his place. 

(3) Any member of the Board of Directors may at any time re¬ 
sign from his office by sending a letter of resignation to the Secre¬ 
tary of the society, but such resignation shall take effect only from 
the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission, 
he shall cease to be a member. 

(5) Interim vacancies of the members on the Board of Directors 
shall be filled in by co-option by the remaining members of the Board 
for the unexpired period of the Board. 

23 Powers of Board of Directors 

Amongst other things, the powers of the Board shall be : — 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans on 
such terms and conditions as they may determine; 

(ii) to grant loans and advances to members on such terms and 
conditions as they may determine from time to time; 

(iii) to sanction investment of the funds of the society; 

(iv) to sanction extension of the period of loans which become 
due for repayment after recording the reasons for such exten¬ 
sion in each case; 
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(v) to admit members and allot sharers and to approve transfer 
of shares; 

(vi) to maintain such accounts and registers as are specified by 
the Registrar from time to time; 

(vii) to place before the general body meeting of the members 
the Registrar’s or auditor’s notes of audit and inspection; 

(viii) to prepare the annual budget of the society and to recom¬ 
mend the same to the general body for its approval; 

(ix) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and 
within the budget allotment sanctioned by the general body 
for each year; 

(x) to appoint any ad hoc committee or committees for carrying 
out any specific function relating to the business of the 
society; 

(xi) to collect contributions towards maintenance of roads, water 
supply, lighting and sanitation in the colony formed by the 
society. 

(xii) to levy and collect subscriptions towards social, medical, 
recreational and educational institutions in the colony form¬ 
ed by the society; 

(xiii) to frame regulations (which shall be entered in the minute 
book of the society) for the conduct of the business of the 
society consistent with the Act, the Rules under the Act and 
these bye-laws, subject to the approval of the Registrar; and 

(xiv) to do such other acts and transact such business as is 
consistent with the objects of the society and as may be in¬ 
cidental to the administration of the society. 

24. Meetings of the Board 

The Board of Directors shall meet once in three months or oftener 
if necessary to conduct the affairs of the society. The quorum for a 

meeting of the Board shall be . All questions before the Board 

shall be decided by a majority of votes. If there is an equality of 
votes, the president or other presiding member shall have a second or 
casting vote. No member of the Board shall be present at a meeting 
of the Board when any matter in which he is personally interested is 
being discussed. In case of urgency where there may not be suffi¬ 
cient time to convene a meeting of the Board, the secretary may 
obtain the orders of the Board by circulation of papers among the 
members. Such decisions arrived at by circulation shall be placed 
before the next meeting of the Board for their information. Should 
a difference of opinion arise in the course of such circulation, the 
matter shall not be decided by circulation, but shall be placed before 
the next meeting of the Board. 

25. President and Treasurer 

The members of the Board of Directors shall elect, from among 
themselves, a President and a Treasurer. 
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26. Duties of President, Treasurer and Secretary 

(1) Subject to such resolutions as the Board of Directors may, 
from time to time, pass, the several officers of the society shall have 
the powers mentioned below : — 

(a) the president shall have a general control over all the affairs 
of the society; 

(b) the secretary, who shall be a paid officer appointed in the 
manner referred to under clause (2) of this bye-law, shall be respon¬ 
sible for the executive administration of the society subject to the 
control of the president; 

(c) the secretary/president shall be the officer to sue or be sued 
on behalf of the society; and 

(d) the treasurer shall have the custody of all the properties of 
the society including cash. The Board of Directors shall frame regu¬ 
lations with the approval of the Registrar for ensuring the safety of 
the properties left in the custody of the treasurer. 

(2) The method of recruitment, the conditions of service and the 
authority competent to fix, revise and regulate the scales of pay and 
allowances of paid officers and servants of the society and the proce¬ 
dure to be followed in the disposal of disciplinary cases against them 
shall be governed by the special bye-laws in Appendix I to these bye¬ 
laws (same as Appendix II of bye-laws of large-sized credit societies). 

27. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the Secre¬ 
tary or any member of the office establishment whoever is selected 
by the Board of Directors to discharge this function. In the case of 
borrowings from non-members or from other societies, the receipt 
or bond shall be executed by the secretary and at least two members 
of the Board of Directors of whom the president shall be one. 

28. Employees of the society 

(1) No person shall be appointed as a paid officer or employed in 
any category of service in the society without obtaining from him 
security in such form and according to such standard as may have 
been laid down by the Registrar from time to time. 

(2) No paid officer or servant shall be retained in any category of 
service in the society if he does not acquire the qualifications or fur¬ 
nish the security so laid down within such time as the Registrar may 
direct. 

29. Purchase of lands and construction of houses 

Subject to such resolutions as the general body of members may, 
from time to time, pass, the Board of Directors shall have full power 
to do all things which they deem necessary or expedient for the ac¬ 
complishment of all the objects specified in bye-law 2. 

30. Purchase of land 

It shall be competent for the Board of Directors— 

(1) to buy lands either from or through Govt, or otherwise; 
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(2) to render the lands so purchased fit for habitation; 

(3) to lay down streets, roads and parcel out of the lands as house- 
sites; 

(4) to sell or lease the sites to members or others on such terms 
as they may determine; and 

(5) to provide and maintain facilities for water supply, drainage, 
lighting and similar works of common utility. 

31. Construction of houses 

(1) The construction of houses shall ordinarily be undertaken 
by the members themselves, but if the members so desire, the Board 
of Directors may undertake construction at the expense and risk of 
the members and the society shall in no way be responsible for any 
loss occurring in the course of such construction. When the Board 
of Directors undertake construction of houses, they shall require the 
members concerned to pay into the society, in advance, the whole of 
the estimated cost whether in one lump sum or in such instalments as 
the Board of Directors may require. If a building is to be construct¬ 
ed out of a loan or loans taken from the society, the borrower con¬ 
cerned shall execute the necessary bond or bonds and authorise the 
Board of Directors to draw the money from the society from time to 
time as the work progresses. 

(2) All houses shall be constructed according to the plans approv¬ 
ed by the Board of Directors. 

(3) The construction of a building for which a loan is given to a 
member shall be commenced wuthin tw’o months and completed with¬ 
in sixteen months from the date of the disbursement of the first ins¬ 
talment of the loan. If any member fails to commence or complete 
the construction within the specified time, the Board of Directors may 
take the construction in their own hands and complete it, debiting 
the expenditure to the loan account of the member concerned. 

(4) Every member reciving a loan or loans from the society for 
the construction of a house or houses shall agree to an inspection of 
the house or houses during the progress of construction and a valua¬ 
tion thereof immediately on completion. He shall similarly agree to 
an annual inspection to test the security of the loan outstanding. 

(5) Where the members construct houses individually for them¬ 
selves, the Board of Directors may, if the members so desire, arrange 
for joint labour, joint purchase and joint manufacture of building ma¬ 
terials, the society acting only as the agent of the members and being 
in no way responsible for any loss in the transaction. 


32. Bar against alienation 

No member shall alienate any house-site bought or house cons¬ 
tructed with the help of a loan taken from the society except to a 
person who is a member of the society or is one whom the Board of 
Directors is willing to admit as a member. 
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33. Repairs of the buildings 

Every building shall, until the amount due thereon to the society 
is paid in full, be kept up in good repair by the owner. The Board 
of Directors shall have power to cause any repair to be carried out 
if they are of opinion that for want of such repair the society is likely 
to suffer loss and shall debit the amount to the loan account of the 
member concerned. 

34. Partition of house 

A house built on the society's land shall not be partitioned with¬ 
out the permission of the society. If a partition is desired, an appli¬ 
cation, together with the partition scheme, shall be filed with the 
secretary who shall lay it before the Board of Directors for orders. 
In dealing with such application the Board shall see that the house 
does not become insanitary by being partitioned. 

35. Letting of house 

Every ordinary member shall have a right to live in the house 
built by him with his family, relatives and dependents free of rent 
or allow any of the above to live in his absence free of rent. If a 
member wants to let out his house on rent, he shall obtain the previ¬ 
ous approval of the Board, provided that no member shall be allow¬ 
ed to let out a house which is pledged to the society. Members who 
do not possess houses of their own shall have a prior right to take on 
hire the houses which are being let out by members. House rent 
shall be settled between the owner and the occupier. In case a house 
built with the help of the society is let out to a non-member, the oc¬ 
cupier shall file a declaration that he shall be bound by such regu¬ 
lations as may be framed by the society for occupiers. 

36. Loans: to whom could be made 

Loans shall be given only to members, but no member shall 
claim a loan as a matter of right. Applications for loans shall be dis¬ 
posed of by the Board of Directors. 


37. Authority to sanction loans 

All applications for loans shall be made to the Secretary in the 
form, if any, for the purpose who shall place them before the Board 
of Directors. 


38. Restriction on loans 

No member shall at any time be indebted to the society by way 
of principal to the extent of more than five times his paid up share 
capital on account of any loan or loans for the construction of a 
house on free-hold property or more than four times his share capital 
on account of any loan or loans for the construction of a house on 
land held under lease-hold tenure. 



236 


39. Security for loans 

(1) Loans shall be given on the security of the site or sites belong¬ 
ing to the borrower together with any building or other appurte¬ 
nances thereon whether they exist at the time of the loan or are con¬ 
structed during the currency of the loan. Where necessary the Board 
of Directors shall take additional security either in the form of sure¬ 
ties or other immovable property. 

(2) In the case of loans granted for construction of houses on a 
piece of land held under lease-hold tenure, the term of the lease must 
be such that it will expire not less than 10 years after the period of 
loan sanctioned expires, and the lease should provide a condition 
that there is no objection to the lessee putting and that the lessor 
should pay adequate compensation to the lessee for the improvements 
effected to the property including houses constructed, etc., when he 
takes back the land. 

40. Purpose of loans 

No loan shall be given except for the construction of new dwel¬ 
ling houses. 

41. Disbursement of loans 

Loans granted for the construction of newhouses shall be dis¬ 
bursed only in instalments as the work of construction progresses. 
The second and subsequent instalments shall be paid only after the 
Board of Directors has satisfied itself that the instalment or instal¬ 
ments already drawn have been properly utilised, that the work ac¬ 
tually done together with the value of the land brought up to date 
represents expenditure exceeding by at least 25 per cent, of the actual 
amount already drawn from the loan sanctioned for the work. 

42. Interest on loans 

Interest on loans granted by the society shall be charged at not 
more than one per cent, over the borrowing rate, the first month be¬ 
ing reckoned from the date on wdiich the loan is paid. 

43. Repayment of loans 

(1) Every member who has taken a loan from the society shall 

repay the amount together with the interest due thereon by equated 
monthly instalments, interest being calculated on the amount out¬ 
standing from time to time. The monthly payments shall be made 
on or before the 15th of the month succeeding that to which it re¬ 
lates. Interest at the rate of.pies per rupee per mensem shall 

be levied on all over due instalments. The maximum period of repay¬ 
ment shall in no case exceed 20 years. 

(2) It shall be open to a borrower to repay at any time a larger 
sum than the prescribed monthly instalment or to discharge the 
whole loan taken by him in a single payment. Repayments other 
than those made on the due date of the prescribed monthly instal¬ 
ment will be classed as follows : 
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(i) Payment on the due date of a sum in excess of the equated 
payment Such excess payment shall at once be credited in reduc¬ 
tion of principal, but no postponement of any future instalments will 
be allowed nor the amount of subsequent instalments reduced. 

(ii) Payment before the due date :—Any sum paid before the 
due date shall first be credited towards the interest which has accru¬ 
ed up to the date of payment and the balance if any shall be credited 
towards principal, the member being required to pay on the due date, 
the balance of interest due for the month or year and also the balance 
of principal, if any, due for the year. If the amount paid before the 
due date is in excess of the annual payment the number of future 
instalments should be correspondingly reduced but no postponement 
of such instalment will be allowed nor the amount of subsequent ins¬ 
talments reduced. 

(3) The repayment of the first monthly instalment of every loan 
given for the construction of a new house falls due on the expiry of 
one month from the date on which the building, for the construction 
of which the loan is granted, is finished or of seventeen months from 
the date of disbursement of the first instalment of the loan, which¬ 
ever is earlier. The interest accrued up to the date of completion of 
the buildings for which a loan is granted shall be payable in a lump 
sum on completion of the buildings or on the expiry of 16 months 
from the date of the disbursement of the first instalment of the loan, 

whichever is earlier, failing which interest at the rate of.naye 

paise per rupee per mensem shall be levied on the amount overdue. 
There is. however, no objection to a member paying in advance the 
interest monthly commencing from the month succeeding that in 
which the first instalment of the loan was disbursed. Should a borrow¬ 
er be unable to pay a prescribed instalment of principal, the Board 
of Directors may for satisfactory reasons, suspend the payment of that 
instalment by the grant of an extension for the amount. If a borrower 
is in arrears for a sum of money equal to or greater than three 
monthly instalments of either principal or interest or both and the 
Board of Directors do not deem it necessary to grant an extension, the 
whole outstanding loan becomes recoverable. 

44. Loan to be recalled if misapplied 

Should the Board of Directors be of opinion that a loan granted 
by the society has been misapplied, it shall at once take steps to re¬ 
cover the loan with interest without waiting for the expiry of the 
period for which the loan has been granted. 

45, Penal interest on recalled loans 

When a loan is recalled by the Board of Directors under bye-law 
44 on account of its misapplication, the loan account shall be closed. 
When an account is so called or closed under bye-law 43(3), the Board 
of Directors shall inform the borrower of the fact and of the amount 
outstanding against him including interest up to the date of closing 
the loan account. On the total amount so found due, the borrower 
shall be charged interest at . naye paise per rupee per men¬ 

sem up to the date of recovery and steps shall be taken without de¬ 
lay to recover the amount. 
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However, where a loan is closed under bye-law 43(3), the Board 
of Directors may, on the payment by the borrower of the arrear ins¬ 
talment or instalments with interest at . naye paise per rupee 

per mensem, permit him to repay the balance due in instalments as 
originally fixed in the mortgage deed after getting a fresh mortgage 
deed executed by the borrower in renewal of the original mortgage 
deed. 

46. Loans to be recalled on ineligibility of person to remain member 

Should a member be expelled from the society, the loan account, 
if any, of the member concerned shall at once be closed without 
reference to the term for -which the loan has been granted and action 
shall be taken to recover from the borrower the amount outstanding 
against him, including interest up to the date of closing the loan 

account. Interest shall be charged at . naye paise per rupee 

per mensem on the amount so found outstanding from the date of 
closing the loan account to the date of recovery. 

47. Appropriation of payments from members 

When a member from whom money is due pays any sum, it sis ah 
be appropriated in the following o r der : — 

firstly, to fees, postal registration and other miscellaneous 
charges due by him; 

secondly, to interest, and thirdly, to principal. 

48. Society’s charge on member’s shares etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member or a past or 
deceased member in respect of any debt due to the society from such 
member or past member or the estate of such deceased member and 
the society may set off any sum credited or payable to a member or 
past or deceased member or the estate of a deceased member in or 
towards payments of any such debt. 

49. Disposal of net profits 

(1) The society shall, out of its net profits in any year — 

(a) transfer an amount not being less than twenty-five per cent, 
of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar from 
time to time, to the Co-operative Education Fund constituted 
under rule 19 of the Rules under the Act. 

(2) The balance of the net profits may be utilised for all or any 
of the following purposes, namely— 

(a) payment of dividend to members on their paid-up capital at a 
rate not exceeding six per cent; 

(b) constitution of, or contribution to one or more of the follow¬ 
ing funds namely— 

(i) Depreciation Fund 

(ii) Dividend Equalisation Fund 

(iii) Any other Fund approved by the general meeting. 
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(c) donations of amounts not exceeding seven-and-a-half per cent, 
of the net profits to a common good fund to be utilised for 
any of the purposes, mentioned in section 2 of the Charitable 
Endowment Act, 1890; 

(d) payment to any member for any specific service rendered by 

him to the society, remuneration not exceeding.per¬ 

cent; and 

(e) payment of bonus to the employees of the society to the ex¬ 
tent and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 

50. Unclaimed amounts to be carried to reserve fund 

Any amount due by the society and not claimed within the period 
of limitation allowed by the Indian Limitation Act, shall be added 
to the reserve fund of the society. 

51. Losses when written off 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is found 
otherwise irrecoverable either wholly or in part, it shall be open to 
the general body to write off such amount after obtaining the sanc¬ 
tion of the Registrar and of the Central Co-operative Bank to which 
the society is affiliated. 

52. Annual statements 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar : — 

(a) a statement showing the receipts and disbursements for the 
year; 

(b) a profit and loss account: 

(c) a balance-sheet; and 

(d) such other statements as may be required by the Registrar. 

(2) These statements shall be made up to 30th June and a copy 
of each shall be sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Registrar 
or an auditor authorised by him has verified the statements and 
granted his audit certificate, the society shall publish such of the 
statements as he may direct in the manner specified by 
him. 

53. List of members 

The society shall prepare a list of its members, with their addres¬ 
ses, as on the last day'of each co-operative year. The list shall 
be kept open at the office of the society during office hours for inspec¬ 
tion by any member of the society and it shall be the duty of the 
secretary to supply copies of the list to such of the members as de¬ 
sire to have them on payment of such fees as may be specified by the 
Board of Directors in this behalf. 

16—3 M of F. & A./ 57 . 
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54. Use of premises 

The society shall not use, or allow to be used, any premises used 
for its business or portion thereof for any purpose other than such 
business or other co-operative activities. 

55. Interpretation of bye-laws 

Should any doubt arise as to construction of the Act or any bye¬ 
law, the Board of Directors shall refer the same to the Registrar for 
advice and act according to his advice. 

56 Society to keep copy of the Act, rules and bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the rules governing the society and of its bye-laws open to 
inspection free of charge at all reasonable times at the registered ad¬ 
dress of the society. 
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MODEL BYE-LAWS FOR A TRANSPORT CO-OPERATIVE 

SOCIETY. 


1. Name, address and area of operations 

(1) The . Co-operative Transport Society Ltd., No . 

is registered as a co-operative society under the. Co-operative 

Societies Act, . Its address shall. 

(2) Its area of operations shall be confined to the limits of . 

2. Objects 

The main object of the society shall be to undertake transport 
of passengers and goods with a view to providing gainful employ¬ 
ment to members and for that purpose, 

(1) to provide facilities for operating passenger buses, goods- 
trucks, taxies, auto-rikshaws, ferry boats, bullock carts, country 
crafts and other public conveyances by obtaining licence from the 
State Government or any local or other authority concerned and to 
purchase, hire, or sell and to maintain in an efficient condition, vehi¬ 
cles and other means of transport; 

(2) to establish a workshop for over-haul, repairs and servicing 
of the vehicles, owned or taken on hire by the society and to act as 
agents of manufacturers for sale of vehicles, stores, spare parts and 
other accessories; 

(3) to open branches, agencies, out-stations and to operate any 
stands or bus-stops entrusted to the society; 

(4) to acquire by purchase or otherwise or to take on lease, land 
or moveable property and to purchase, construct or take on rent, 
buildings, workshops, godowns, office premises, etc., as may be neces¬ 
sary to carry out the objects of the society; 

(5) to enter into agreement with Government or any other autho¬ 
rity for supply of transport vehicles on hire and to obtain all rights.. 

. concessions and privileges beneficial to the society’s objects; 

(6) to act as out-agencies to railway stations and to take con¬ 
tracts for carrying students to and from schools, to manage tourist 
traffic, picnic parties and excursions and for carrying goods of firms, 
institutions and Government; 

(7) to give training to members in driving and mechanism ot 
means of transport connected with the business and industry of the 
society; and 

(8) to carry on such other activities as are conducive and inciden¬ 
tal to the objects mentioned above. 

3. Capital 

(1) The capital of the society shall be made up of . A 7 

class shares of Rs. each and of . ‘B’ class shares 

of Rs.each. 
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(2) Fifty per cent, of the value of a share shall be payable on 
allotment and the remainder in two equal half yearly or annual ins¬ 
talments. Every member will, however, have the right to pay the 
full value of his share on allotment. 

(3) It shall be open to the society to retire the ‘B’ class shares 
within a period of five years from the date of registration of the 
society, unless otherwise decided by the general body. 

(4) A share certificate bearing a distinctive number shall be is¬ 
sued for every share or shares allotted and fully paid-up. 

4. Liability of members 

The liability of members of the society, for meeting the deficit 
in the assets of the society, in the event of its being wound up, shall 
foe limited to the subscribed capital. 

5. Application for admission 

(1) Applications for admission as members and for allotment of 
shares shall be made to the secretary in the form, if any, laid down 
by the society for the purpose. 

(2) Every such application shall be disposed of by the Board of 
Directors, who shall have power to grant admission or to refuse it 
after recording reasons for such refusal, provided that any person 
whose application for admission has been refused by the Board may 
appeal to the Registrar, and if the Registrar so directs, he shall be 
admitted as a member by the society on his paying the admission 
fee. if any, and on the purchasing of at least one share. 

(5. Membership 

(1) Any person above the age of eighteen years, who is compe¬ 
tent to contract and is a motor driver, conductor, cleaner, machanic. 
fitter, foreman, or other workman engaged in the transport of pas¬ 
sengers and goods and who resides within the area of operations of 
the society referred to in bye-law i shall be eligible for admission as 
member and shall be allotted ‘A’ class shares. 

(2) Any individual above the age of eighteen years, who is com¬ 
petent to contract, resides within the area of operations of the society 
and sympathises with the objects of the society may be admitted as 
a membeY and shall be allotted ‘B’ class shares. The number of mem¬ 
bers holding ‘B’ class shares shall not, however, exceed, at any time, 
five per cent of the total number of members of the society. 

(3) No person shall be eligible for admission as a member of 
the society, if he has applied to be adjudicated an insolvent or is an 
undischarged insolvent or has been sentenced for any offence other 
than an offence of a political character or an offence not involving 
moral turpitude, such sentence not having been reversed or the off¬ 
ence pardoned: 

Provided ihat this disqualification shall not apply where more 
than five years have elapsed from the date of the expiration of such 
sentence. 
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(4) Any member of the society shall cease to be a member, if he 
incurs any of the disqualifications mentioned in clause (3) or changes 
his residence permanently from the area of operations of the society. 

7. Restrictions on holding of shares 

(1) Every member shall purchase at least one share. No member 
shall hold more than such portion of the share capital as may exceed 

one-fifth of the issued share capital or of the value of Rs. 

whichever is less. 

(2) With the sanction of the Board of Directors, a member may, 
at any time, increase the number of shares held by him so as not to 
exceed the limit laid down in clause (1). 

3. Withdrawal or resignation from membership 

(1) No member shall be permitted to withdraw any of the shares 
held by him in the society or to resign his membership of the society 
within two years from the date on which he was admitted as a mem¬ 
ber, provided, however, that a member may be permitted to with¬ 
draw or resign his membership in exceptional circumstances and with 
the approval of the Registrar earlier than two years but not earlier 
than one year from the date of his admission to membership. After 
such period, he may withdraw any of his shares with the consent 
of the Board of Directors or resign his membership provided, firstly, 
that there are no debts due from him to the society and, secondly, 
that there are no debts due to the society in regard to which he has 
stood surety. 

(2) When a member resigns his membership, he shall send a 
letter of resignation to the secretary of the society and such resig¬ 
nation shall take effect from the date on which the resignation is 
accepted by the Board. The value of the shares allowed to be with¬ 
drawn or the share capital of a member who has resigned his mem¬ 
bership shall be paid back to him with the dividend declared, if 
any. The total share capital withdrawn or returned in any one year 
shall not, however, exceed ten per cent, of the aggregate paid-up 
share capital of the society as it was on the 30th June preceding. 
This limit shall cover all refunds of share capital except those made 
under bye-laws 9, 10 and 11. 

9. Repayment of shares on withdrawal 

Should a member cease to be eligible for membership either 
on account of the changing of his residence permanently from the 
limits laid down in bye-law 1 or for any other reason mentioned in 
bye-law 6(4), the Board of Directors shall remove his name from the 
list of members and shall pay back within a reasonable period to 
such member, the share capital actually paid by him with the divid¬ 
end declared, if any, after deducting therefrom the money, if any, 
due from him to the society either as principal debtor or as surety. 

10. Nomination of heirs 

(1) If a member dies, his membership shall ipso jacto cease. 

(2) (a) Every member of the society may nominate any persons 
to succeed, in the event of his death, to his share or interest in the 
society. Such member may, from time to time, revoke or vary 
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such nomination. Such nomination shall, in the event of his death, 
be given effect to by the Board of Directors provided— 

(i) the nomination was signed by the deceased in the presence 
of at least two witnesses attesting the same; and 

(ii) the nomination has been registered in the books of the so¬ 
ciety kept for the purpose. 

(b) On the death of a member, the society shall transfer the 
share or interest of the deceased member to his nominee, or if there 
is no such person nominated by the deceased member, to such person 
as may appear to the Board of Directors to be the heir or legal re¬ 
presentative of the deceased member; provided that such nominee, 
heir or legal representative shall have been admitted by the Board of 
Directors as a member of the Society; provided further that nothing 
in this by-law shall prevent a minor or a person of unsound mind 
from acquiring by inheritance or otherwise the share or interest of 
a deceased member in the society. 

(c) If the nominee, heir or legal representative is not admitted 
by the Board of Directors to the membership of the society or if 
such nominee, heir or legal representative so requires, the society 
shall pay to him the value of the share or interest of the deceased 
member ascertained in the manner prescribed in the Rules. 

(d) Subject as aforesaid, the society may pay all other moneys 
due to the deceased member from the society to the person nominat¬ 
ed by him in accordance with clause (2) (a) of this bye-law or to such 
person as may appear to the Board of Directors io be the heir or 
legal representative of the deceased member, as the case may be 

11. Expulsion of a member 

(1) If a member deceives the society in any way, or if his gene¬ 
ral conduct is such as to render his removal necessary in the inte¬ 
rests of the society, it shall be open to the general body to expel 
such member provided he is given a reasonable opportunity of be¬ 
ing heard. 

(2) The member so expelled will have a right of appeal to the 
Registrar against the decision of the general body within two months 
from the date of such decision. The order of the Registrar on the 
appeal shall be binding on both the society as well as the person 
aggrieved by the decision of the society. 

(3) A person, who has ceased to be a member, shall be paid all 
moneys due to him from the society, after deducting therefrom any 
money due from him to the society and he shall be liable as provid¬ 
ed in bye-law 4 of the debts due by the society as they stood on the 
date of cessation of membership for a period of two years from such, 
date. 

12. Deposits 

(1) Deposits may, at the discretion of the Board of Directors, be 
received from members or non-members; 

Provided that deposits from members shall be given preference 
to deposits from non-members. 



249 

(2) Every member of the society shall pay at the rate of one 
anna for every rupee of salary or remuneration earned by him, in¬ 
to a fund, which shall be called a Thrift Fund. This fund will carry 

interest not exceeding . per cent, per annum, as may be 

fixed by the Board from time to time. 

(3) An amount not exceeding 50 per cent, of the deposit to his 
credit may be given to a member as advance, subject to such condi¬ 
tions as may be laid down by the Board from time to time. 

13. Other Borrowings 

It shall be competent for the Board of Directors to borrow funds 
otherwise than by way of deposits, either from members or from 
persons other than members, or from co-operative financing banks. 

provided that the rate of interest shall not, in any case, exceed . 

.per cent, per annum. 

14. Maximum Borrowing Limit 

The society shall not receive deposits and loans from members 
and non-members together in excess of eight times the paid-up 
share capital plus the reserve fund or of any lower limit fixed by 
the Registrar. 

15. List of members for general body meetings 

(1) The Board of Directors shall maintain a list of members on 
the rolls of the society, who are qualified to vote at general body 
meetings and shall bring such list up to date within a fortnight be¬ 
fore each meeting of the general body. 

J.J-* k J’lL l 

(2) It shall be the duty of the secretary to supply copies of the 
list to such of the members as desire to have them, on payment of 
such fees as may be specified by the Board of Directors in this be¬ 
half. 

(3) No member shall be admitted during the fifteen days preced¬ 
ing the date fixed for any general body meeting of the society at 
which office bearers are to be elected. 

16. Meetings of the general body 

(1) The Board of Directors shall call at least once a year an an¬ 
nual general meeting of the general body of the society. 

(2) The Board of Directors may also, at any time, call a specie! 
general meeting of the society for the conduct of business and shall 
call such a meeting within one month of the receipt of a requisition 
in writing from one-fifth or more members, or from the Registrar of 
Co-operative Societies. 

(3) The quorum for a general body meeting shall be . 

or one-fourth of the total number of members on the list at the 
time, whichever is less. 

17. Notice of the meetings of the general body 

(1) . days’ notice shall ordinarily be given to members 

before a meeting of the general body is convened. 








(2) Notice for a general meeting may be given to members in 
one or more of the following modes : — 

(a) by affixing a copy of the notice for the meeting in some con¬ 
spicuous place in the area of operations of the society and in the 
office of the society; 

(b) by circulation of the notice book and getting signatures of 
members in it; or 

(c) by sending the notice by post under certificate of posting. 

(3) In the case of amendments to bye-laws, notice shall be sent 
to each of the members in due time, either by circulation or other¬ 
wise and such notice shall give the members a reasonably clear 
idea of the nature of amendments proposed. 

(4) If there is any irregularity in the service of notice, it shall 
not invalidate the proceedings. 

18. Conduct of the general meetings 

(1) The president, w'hen present, shall preside at the meetings 
of the general body. In his absence, the general body may choose a 
chairman from their number to preside at the meeting. Every mem¬ 
ber present shall have one and only one vote. All questions except 
those relating to amendment of bye-laws shall be decided by a majo¬ 
rity of votes of the members present and voting. When votes are 
equal, the chairman of the meeting shall have a second or casting 
vote. 

(2) Every amendment of the bye-laws shall be made only by a 
resolution passed by a two-thirds majority of the members present 
and voting at a meeting of the general body of the society. 

19. Powers of the general body 

(1) The ultimate authority in all matters relating to the admi¬ 
nistration of the society shall be the general body. 

(2) The general body shall not, however, interfere with the ac¬ 
tions of the Board of Directors performed in the exercise of powers 
conferred on them by the bye-laws. 

(3) The following, among other matters, shall be dealt with by 
the general body :— 

(i) the programme of activities for the ensuing year; 

(ii) the election and removal of the elected members of the 

Board of Directors; 

(iii) the approval of the annual budget of income and expendi¬ 

ture; 

(iv) the annual report due to the Registrar; 

(v) the Registrar’s or the auditors audit notes; 

(vi) the amendment of bye-laws; 

(vii) disposal of net profits; and 

(\nii \ -- v 



20. Management: Board of Directors 

(X) Subject to such resolutions as the general body may, from 
time to time, pass, the executive management of the affairs of the 
society shall vest in the Board of Directors consisting of.mem¬ 
bers. The Board shall remain in office for a period of. 

(2) The services of the members of the Board shall be gratuitous 
except as provided for in bye-law 30. 

21. Qualifications and disqualifications of membership of Board 

(1) No member shall be eligible for election to the Board of Direc¬ 
tors of the society, if he is interested directly or indirectly in any 
contract made with the society or in any sale or purchase made by 
the society privately or in any auction or in any contract or transac¬ 
tion of the society. 

(other than investment and borrowing) involving financial interests, 
if the contract or transaction be subsisting or if the contract, transa¬ 
ction, sale or purchase be not completed. 

(2) A member of the Board of Directors of the society shall 
cease to hold his office as such, if he incurs any of the disqualifi¬ 
cations mentioned in clause (1) above. 

22. Term of office of the Board members 

(1) Each member of the Board shall continue in office after the 
expiry of his term of office, until another member is elected in his 
place. A retiring member of the Board shall be eligible for re-elec¬ 
tion. 

(2) It shall be competent to the general body to remove at any¬ 
time any member elected by them to the Board and elect anothei 
in his place. 

(3) Any member of the Board of Directors may, at any time, 
resign from his office by sending a letter of resignation to the secre¬ 
tary of the society, but such resignation shall take effect only from 
the date on which it is accepted by the Board. 

(4) Should a member of the Board of Directors absent himself 
from four consecutive meetings of the Board without its permission 
he shall cease to be a member. 

(5) Interim vacancies of the members on the Board of Directors 
shall be filled in by co-option by the Board. 

23. Powers of the Board of Directors 

Amongst other things, the powers of the Board shall be : — 

(i) to raise funds necessary for the purpose of carrying out the 
functions of the society, in the form of deposits and loans on such 
terms and conditions as they may determine; 

(ii) to sanction investment of the funds of the society; 

(iii) to admit members and allot shares and to approve transfer 
of shares; 

(iv) to acquire and hold property and to enter into contracts on 
behalf of the society; 
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(v) to purchase, sell, hire, or otherwise acquire, dispose of on 
behalf of the society, vehicles, parts, accessories or other movable 
property used in the business of the society within the limits laid 
down by the general meeting; 

(vi) to arrange for the insurance of vehicles and other property 
of the society; 

(vii) to arrange for efficient working of the service and any 
stands or bus stops entrusted to society; 

(viii) to ensure that the vehicles and other property of the so¬ 
ciety are maintained in a good state of repair, and to arrange to keep 
the same in safe custody; 

(ix) to enter into any agreement with any Government or other 
Authorities (municipal, local or otherwise) and obtain from them all 
rights, concessions and privileges that may seem useful for the so¬ 
ciety’s objects; 

(x) to fix the scale of advance and remuneration to be paid to 
the members and employees; 

(xi) to decide the manner of execution of work and its allotment 
to members and employees; 

(xii) to maintain such accounts and registers as are specified by 
the Registrar from time to time; 

(xiii) to place before the general body meeting of the members 
the Registrar’s or auditor’s notes of audit and inspection; 

(xiv) to prepare the annual budget of the society and to recom¬ 
mend the same to the general body for its approval; 

(xv) to incur such expenditure as may be necessary for the 
management of the society with reference to the scale and within the 
budget allotment sanctioned by the general body. 

(xvi) to appoint any ad hoc committee or committees for carry¬ 
ing out any specific function relating to the business of the society; 

(xvii) to frame regulations (which shall be entered in the minute 
book of the society) for the conduct of the business of the society 
consistent with the Act, the Rules under the Act and these bye-laws, 
subject to the approval of the Registrar. Such regulations shall be 
entered in the minute book of the society; 

(xviii) to regulate from time to time within the limits of the 
budget sanctioned, the strength of the society’s staff and their salaries 
and allowances; and 

(xix) to do such other acts and transact such other business as is 
consistent with the objects of the society and as may be incidental 
to the administration of the society. 

24. Meetings of the Board 

The Board of Directors shall meet once in three months or oftener 
if necessary to conduct the affairs of the society. The quorum for a 

meeting of the Board shall be . All questions before the 

Board shall be decided by a majority of votes. If there is an equa¬ 
lity of votes, the president or other presiding member shall have a 
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second or casting vote. No member of the Board shall be present 
at a meeting of the Board when any matter in which he is personally 
interested is being discussed. In case of urgency -where there may 
not be sufficient time to convene a meeting of the Board, the secre¬ 
tary may obtain the orders of the Board by circulation of papers 
among the members. Such decisions arrived at by circulation shall 
be placed before the next meeting of the Board for their informa¬ 
tion. Should a difference of opinion arise in the course of such cir¬ 
culation, the matter shall not be decided by circulation but shall be 
placed before the next meeting of the Board. 

25. President and Treasurer 

The members of the Board of Directors shall elect, from among 
themselves, a President and a Treasurer. 

26. Duties of President, Treasurer and Secretary 

(1) Subject to such resolutions as the Board of Directors may 
from time to time pass, the several officers of the society shall have 
the powers mentioned below : — 

(a) the president shall have a general control over all the 
affairs of the society; 

(b) the secretary, who shall be a paid officer, shall be respon¬ 
sible for the executive administration of the society subject 
to the control of the president. 

(c) the secretary/president shall be the officer to sue or be sued 
on behalf of the society. 

(d) the treasurer shall have the custody of all the properties 
of the society including cash. The Board of Directors shall 
frame regulations with the approval of the Registrar for 
ensuring the safety of the properties left in the custody of 
the treasurer. 

27. Receipts for amounts received 

Receipts shall be issued for all moneys paid to the society. For 
moneys paid by members, the receipts shall be signed by the secre¬ 
tary or any member of the office establishment whoever is selected 
by the Board of Directors to discharge this function. In the case of 
borrowings from non-members or from other societies, the receipt 
or bond shall be executed by the secretary and at least two mem¬ 
bers of the Board of Directors of whom the president shall be one. 

28. Employees of the society 

(1) No person shall be appointed as a paid officer or employee 
in any category of service in the society without obtaining from him 
security in such form and according to such standard as may be laid 
down by the Registrar from time to time for such category of ser¬ 
vice in the society or for the class of societies to which it belongs. 

(2) No paid officer or servant shall be retained in any category 
of service in the society if he does not acquire the qualifications or 
furnish the security so laid down within such time as the Registrar 
may direct. 
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29. Society’s charge on member’s shares, etc. 

The society shall have a charge upon the paid-up share capital, 
deposit and any other money to the credit of a member or a past or 
deceased member in respect of any amount due to the society from 
such member or past member or the estate of such deceased mem¬ 
ber and the society may set off any sum credited or payable to a 
member or past or deceased member or the estate of a deceased 
member in or towards payment of any such amount. 

30. Disposal of net profits 

v l) The society shall, out of its net profits in any year.— 

(a) transfer an amount not being less than twenty-five per cent 
of the profits to the reserve fund; and 

(b) credit such amount, as may be directed by the Registrar 
from time to time, to the Co-operative Education Fund con¬ 
stituted under rule 19 of the Rules under the Act. 

(2) The balance of the net profits may be utilised for all or any 
of the following purposes, namely.— 

(a) payment of dividend to members on their paid-up capital 
at a rate not exceeding six per cent; 

(b) payment of bonus to members in proportion to the remune¬ 
ration earned by each during the year or in proportion to 
the hours of work put by him during the year in the busi¬ 
ness of the society; 

(c) constitution of, or contribution to one or more of the follow¬ 
ing funds, namely,— 

(i) Fleet replacement Fund 

(ii) Repairs Reserve Fund 

(iii) Building Fund 

(iv) Any other Fund approved by the general body; 

(d) donations of amounts not exceeding seven-and-a-half per 
cent, of the net profits to a Common Good Fund to be utilised 

for anyof the purposes, mentioned in section 2 of the 
Charitable Endowments Act. 1890; 

(e) payment to any member for any specific service rendered 

by him to the society, remuneration not exceeding. 

per cent; and 

(f) payment of bonus to the employees of the society to the 
extent and in the manner determined by the general body. 

(3) Any profits not appropriated in the manner aforesaid in any 
year, shall forthwith be added to the reserve fund. 

31 Unclaimed amounts to be carried to reserve fund 

Any amount due by the society and not claimed within the 
period of limitation allowed by the Indian Limitation Act, shall be 
added to the reserve fund of the society. 
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32. Losses when written off 

If any sum belonging to the society is either stolen or otherwise 
lost and found irrecoverable, or if any loan due to the society is 
found otherwise irrecoverable either wholly or in part, it shall be 
open to the general body to write off such amount after obtaining 
the sanction of the Registrar and of the Central Co-operative Bank 
to which the society is affiliated. 

33. Annual statements 

(1) The society shall prepare annually in such form as may be 
specified by the Registrar— 

(a) a statement showing the receipts and disbursements for the 
year; 

(b) a profit and loss account; 

(c) a balance sheet; and 

(d) such other statements as may be required by the Registrar. 

(2) These statements shall be made up to 30th June and a copy 
of each shall be .sent to the Registrar within fifteen days after the 
close of the co-operative year ending 30th June. After the Regis¬ 
trar or any auditor authorised by him has verified the statements 
and granted his audit certificate, the society shall publish such of 
the statements as he may direct in the manner specified by him. 

34. List of members 

The society shall prepare a list of its members with their 
addresses, as on the last day of each co-operative year. The list 
shall be kept open at the office of the society during office hours for 
inspection by any member of the society and it shall be the duty 
of the secretary to supply copies of the list to such of the members 
as desire to have them on payment of such fees as may be prescrib¬ 
ed by the Board of Directors in this behalf. 

35. Use of premises 

The society shall not use, or allow to be used, any premises 
used for its business or portion thereof for any purpose other than 
such business or other co-operative activities. 

36. Interpretation of bye-laws 

Should any doubt arise as to construction of the Act or any bye¬ 
law, the Board of Directors shall refer the same to the Registrar for 
advice and act according to his advice. 

37. Society to keep copy of Act, Rules and bye-laws 

The society shall keep a copy of the Co-operative Societies Act 
and of the Rules governing the society and of its bye-laws open to 
inspection free of charge at all reasonable times at the registered 
address of the society. 
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